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LOMA (Life Office Management Association, Inc.) is an international association founded in 1924. 
LOMA’s mission is to help member companies in the insurance and financial services industry improve 
their management and operations through quality employee development, research, information sharing, 
and related products and services. Among LOMA’s activities is the sponsorship of the FLMI Education 
Program—an educational program intended primarily for home office and branch office employees. 


The Professional, Customer Service (PCS) Programis designed especially for individuals in customer 
contact positions in the financial services industry such as call center staff; customer service 
representatives; claim representatives; managers; and anyone who wants to exceed customers’ 
expectations, make a positive impact on the company’s bottom line, demonstrate a commitment to 
professionalism, and improve his or her professional skills. To earn the PCS designation, a student 
must complete all required courses as outlined in LOMA’s most current Education and Training Catalog. 
Upon successful completion of all required courses, the student receives a diploma awarded by LOMA 
and is entitled to use the letters PCS after his or her name. 


Statement of Purpose: LOMA Educational Programs Testing and Designations 


Examinations described in the LOMA Education and Training Catalog are designed solely to measure 
whether students have successfully completed the relevant assigned curriculum, and the attainment of 
the FLMI and other LOMA designations indicates only that all examinations in the given curriculum 
have been successfully completed. In no way shall a student’s completion of a given LOMA course or 
attainment of the FLMI or other LOMA designation be construed to mean that LOMA in any way 
certifies that student’s competence, training, or ability to perform any given task. LOMA’s examinations 
are to be used solely for general educational purposes, and no other use of the examinations or programs 
is authorized or intended by LOMA. Furthermore, it is in no way the intention of the LOMA Curriculum 
and Examinations staff to describe the standard of appropriate conduct in any field of the insurance 
and financial services industry, and LOMA expressly repudiates any attempt to so use the curriculum 
and examinations. Any such assessment of student competence or industry standards of conduct should 
instead be based on independent professional inquiry and the advice of competent professional counsel. 
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Preface vii 


_s PREFACE 
Before You Begin... 


|mportant Information on How to Study 
and Prepare for a LOMA Examination 


designed by LOMA to complement Customer Relationship Management by Gene Stone. 

Used along with the textbook, this TPG will help you master the course material as you 
prepare for the PCS 393 examination. Included in the TPG are practice exam questions, a full-scale 
sample examination both in paper form and on an enclosed diskette, and an appendix containing 
answers to all questions in the TPG. 


\ , y elcome to the Test Preparation Guide (TPG) for PCS 393. This learning package was 


The nature of LOMA’s self-study program offers two important benefits. 


a First, you have the opportunity to learn important job-related information that will help 
Cee you become a more knowledgeable and valuable employee. 

(a ) Second, a self-study program allows you to learn at your own pace and study at times 

X os that suit your own schedule. 


You may need some help in developing the skills necessary for self-study, or you may have some 
qualms about taking examinations. Even if you’re very confident of your study skills, you need to 
understand what you will be expected to know once you have completed the course and how you can 
make sure you have mastered the course content. That’s why LOMA developed the TPG. 


Whether or not you are confident of your study skills and test-taking ability, you owe it to yourself to 
read through the next two sections in this manual. These introductory sections deal with the two 
issues mentioned above: effective studying and effective test-taking. We’ve included many practical 
pointers that will help you study for and take the examination for this course. We have also explained 
how the TPG is designed and have given you advice on how to use it. 


The remainder of the TPG is your guide to mastering the course material. By reading and working 
through this manual, you not only will discover how to focus your study, but you will also receive 
valuable practice in applying your knowledge and will be able to gauge your level of mastery of the 
material. 


The TPG is your key to learning success. 
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Study Tips 


This section gives you practical advice on organizing and scheduling your study time so that 
you can master the assigned material for this course as efficiently 
and effectively as possible. 


Getting Started 


Before you begin the process of studying, take time to be sure that 
you have all the necessary “pieces,” that you have evaluated all the 
resources available, and that you know where you’re headed. 
Imagine finding out you have wasted your time by studying from 
the wrong edition of a text or for a test that has already been 
administered. 


Materials and Resources 

Assigned Text(s). Consult the current LOMA Education and Training Catalog’ listing for this 
course to make sure you have all assigned texts. It will be essential to your success on the 
examination to read the assigned materials thoroughly. Check your text materials against the 
catalog listing for the academic year in which you plan to sit for the examination. If there have 
been multiple editions of assigned materials, be sure that you have the edition that will be used 
for testing purposes. In all cases, an edition change for a book used in a LOMA Education 
Program signals very substantial content changes. Students who study from previous editions of 
a text to prepare for an examination will be at a severe handicap when they sit for the 
examination. Although your company’s Educational Representative or librarian may make every 
effort to maintain a current supply of textbooks for your use, it is your responsibility to secure 
the proper textbooks as you begin your study. 


Recognize the value of the TPG as a companion to your textbook and use it. We designed the 
TPG to include features that have been shown to significantly improve examination pass rates 
for the students who use these aids. 


Classes. Some companies offer classes to students. The regimen of preparing for classes is 
helpful to many students, and the chance to review material in a classroom setting reinforces 
learning. The effectiveness of your study efforts is likely to be enhanced if you use this TPG in 
combination with classes. LOMA studies have demonstrated the effectiveness of class atten- 
dance when it is combined with a study aid such as the TPG. Thus, if you have access to a class, 
you should participate. However, attending class is not a substitute for reading the assigned 
material and working through the TPG. 


Examination Date. Check the current LOMA Education and Training Catalog’ for the correct 


examination date for this course. 
ee a ae a a i a aa SE 


| The catalog is available from your LOMA Educational Representative, from LOMA’s Office of the Registrar, or 
via download at www.loma.org. 
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Preparing for the Examination 
The amount of time you need to prepare for an examination depends on you—your comfort with 
the material and your comfort with your own study skills. Some people spend months studying; 
others spend a matter of days. We can’t really advise you on the length of time you need to 
study because we don’t know your experience with or schooling in the subject matter covered in 
this course, and we don’t know your particular learning style. We can, however, 
offer you a few useful tips. 


1. Start early! As soon as you enroll for the course, secure the assigned 
textual materials and begin planning your study schedule. 


2. Evaluate the material. The examination for which you will sit is based 
exclusively on the assigned textual materials, including information in the body of 
the text and in the figures, tables, and insights in each chapter. Read the textbook’s 
preface and scan through each chapter in the book. Note the chapter objectives 
provided at the beginning of each chapter. Look at the practice questions and sample 
exam questions in the TPG. These steps should help you decide how easy or difficult 
the material seems to you and will help you plan your schedule. 


3. Set study goals. Determine how many days or weeks you have until your exam. Then 
look at the assigned texts and figure out how many chapters and pages are assigned. 
Next, use the chart on the following page to schedule your study time. Place a target 
date of completion in the appropriate box in the chart and check the column to the 
immediate right when study is completed. You might want to establish a schedule for 
reading the textual material and working through the TPG questions at a rate of one or 
two chapters per week. Another alternative would be to set a goal for completing your 
reading of the entire textbook and then to set goals for reviewing each chapter and 
completing all TPG questions. You decide. You should, however, keep two rules of 
thumb in mind: (1) If you spread your study over a long period, by the time you 
complete the last chapter, you may have forgotten what you studied at the very 
beginning of the course and will need to leave extra time for review, and (2) if you try 
to compress your studies into a very short period, you may not have time to read all 
the material and prepare for the examination. Some students find it useful to use 
motivational tools to help them stay on track and achieve their study goals. For 
example, you could find a fellow student and promise to check each other’s progress, 
or you could plan to reward yourself for meeting certain study goals. 


4. Allow time to review. Whether you tackle the material for this course one chapter at 
a time or all at once, you will need some time to review and organize what you have 
learned. The practice questions and sample exam in the TPG provide an excellent 
review of the text material and a measure of your understanding. They also provide 
you with a preview of the types of questions you are likely to encounter when you take 
the actual exam. 


A word of caution about reviewing for the examination for this course: Avoid relying 
on old examinations as study aids. One reason is the fact that the old tests you have 
may not be based on the currently assigned materials. Another reason is that the entire 
test-building methodology of LOMA examinations changes periodically. 
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LOMA’s Sample 
Study Schedule Chart 
Chapter 4 


Read Chapter | Y | Complete Practice | // | 
: Questions 
Chapter 5 


Chap a i|inocrs oor obra) 


Chapter 1 
_Chapter 2 
Chapter 3 


Chapter 7 
Chapter 8 
Chapter 9 
Chapter 10 
Chapter 11 


Take Sample Examination 


3 
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Using the TPG 


Studying requires some methodical processes, but the results are worth the effort. Here is one 
process we recommend for learning the textual material and then preparing for the exam. 


1. Read the learning objectives printed in the textbook or TPG. The objectives let you 
know the relative importance of the subjects covered in the chapter. Keep these 
objectives in mind as you read the chapter material. Mastering each chapter’s learning 
objectives will help you to be prepared to answer the questions on the examination. 


2. Familiarize yourself with the chapter outline at the beginning of each chapter’s 
practice questions in the TPG or in the text’s Table of Contents. Once you know 
your objectives, take a look at the framework the author has provided for your 
learning. The text contains an outline in the Table of Contents. The TPG contains a 
complete outline at the beginning of each chapter’s practice questions. Notice the 
major headings in the outline—these are the broad subject areas covered in the 
chapter. Then look at the subheadings to see how the material fits together and what 
the important relationships within the chapter are. You may want to refer to the outline 
as you read and study, and you may also use it as a review aid when you’ve finished 
the chapter. 


3. Read each textbook chapter at least once. Some students prefer to read one chapter 
at a time, stopping to study and review the material using the steps outlined below. 
Others may wish to read the entire textbook through once before beginning to review 
and master the material. Choose the method that best suits you. As you read, be on the 
lookout for the topics, terms, and concepts that were mentioned in the objectives and 
outline. Use study techniques such as taking notes on a separate sheet, making notes in 
the margin of the book, and highlighting or underlining important material. For the 
purposes of the examination, you are responsible for information in the body of 
the text and in the figures, tables, and insights that contain explanatory material 
in each chapter. 


4. Answer the Practice Questions in the TPG. The TPG includes a set of Practice 
Questions for each chapter of the text. These questions are designed to enhance your 
test-taking ability by allowing you to practice answering the types of questions that 
appear on LOMA examinations. These questions may be based entirely on material 
from the chapter at hand, or they may build upon material from preceding chapters. 
The answers to these questions, and page references for locating the answers in the 
text, can be found in the TPG Answers section. For each question you answer 
incorrectly, you should look up the correct answer in the textbook. Also, do not 
assume that the number of practice questions for a given chapter is indicative of the 
chapter’s relative weight on the examination itself. 
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5. Take the Sample Examination in the TPG. 
Actors have dress rehearsals, and students 
should too. The best way for you to determine if 
you are adequately prepared fora LOMA 
examination is to take the full-scale Sample 
Examination after you have read the textbook 
and worked the Practice Questions. The TPG 
includes one comprehensive examination 
similar in construction to an actual LOMA 
examination. This exam is presented in two 
formats. The first is a paper exam, and an 
answer key with text references is located in the TPG Answers section. The second 
version of the same Sample Exam is a computer software program found inside the 
back cover of the TPG. The software version of the Sample Exam can be used in two 
ways: (1) as a straight timed exam with your score furnished at the end or (2) as a 
study aid that provides analysis of the answer choices with explanations as to why 
each selection was correct or incorrect. 


Both the Practice Questions and the Sample Examination were developed by staff 
members in LOMA’s Examinations Department using LOMA examination guidelines. 


6. Adapt this process to your individual needs. Use the techniques that have worked 
for you in the past and add the study suggestions from this list that you think will help 
you. 


7. Complete the student survey located at the end of the TPG. The best way for us to 
be able to provide the best learning aids to students is to receive feedback from 
students. Please take a moment to fill out the survey so that we have an understanding 
of how well this guide helped prepare you for the exam. 


Now that you have an understanding of how to plan your study time and how the TPG can 
assist you in mastering the assigned material, read the following section for tips on becoming 
“test-wise.” 
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Becoming “Test-Wise” 


If you are like most students taking LOMA examinations, you are not a full- 
time student and have not studied for or taken an exam in many years. Or 
you may never have taken an examination of the type that will be given for 
this LOMA program course. In either case, successful performance on a 
LOMA examination requires more than simply understanding the material; 
it requires understanding the examination process. 


This section is designed to help you become “test-wise.” First, we will 
acquaint you with the type of examinations LOMA administers. We will provide you with some 
strategies for taking an exam, and we’ll tell you how to avoid common test-taking mistakes. 
We’ll give you a preview of the types of questions that you will see on LOMA examinations and 
show you how to use common sense and logic to enhance your chances of answering these 
questions correctly. And we’ll tell you what to do after the examination (besides celebrate!). 


Examination Structure and Administration 


The examination for this LOMA course is offered in paper form twice per year. Students must 
be enrolled and fees paid well in advance of the scheduled examination administration date, and 
the examination administration schedule published in the LOMA Education and Training 
Catalog must be strictly adhered to. Students normally receive examination results through their 
Ed Reps or via email two months after sitting for LOMA program paper examinations. Students 
can also log into LOMANET to view their results. 


The examination for this course is also available on computer. I*STAR (Individually Scheduled 
Test and Results), LOMA’s examination-by-computer system, is part of LOMANET, LOMA’s 
Internet-based education system. 


Students in the many companies that have installed I*STAR facilities enjoy the convenience of 
sitting for examinations at any time of the year, without regard to the strict administration 
schedule that governs paper examinations. I*STAR students receive on-screen notification of 
examination results immediately upon completion of an examination. 


You can enroll for an I*STAR exam through LOMANET at www.lomanet.org. If your company 
offers I*STAR exams, your Educational Representative will inform you of your company’s 
policies and procedures relating to I*STAR. 


The examination itself contains 75 questions and relies on a 100-point scoring system in which 
each question is worth 1.3333 points. A passing score is 70. 
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What the Examination Will Cover 


A test is a sample of knowledge. Limitations of space and testing time make it impossible to test 
every concept presented in the text materials. You can be certain, however, that the fundamental 
concepts of a course will be covered in every examination. LOMA emphasizes testing 
information that is both important and fair to the student. 


The current emphasis of LOMA examinations is on putting the student in a decision-making 
role. In other words, students should be able to demonstrate that they are able to make 
functional use of the concepts learned. LOMA examinations require students not only to 
recognize facts or define terms, but also to apply concepts to situations and to draw conclusions. 
For example, instead of simply asking students to define the concept of net amount at risk, a 


LOMA examination may require students to calculate the net amount at risk for a particular life 
insurance policy. 


Test-Taking Strategies 


There is no substitute for adequate test preparation. Nevertheless, there are techniques that you 
can use to improve your chances of choosing the correct answer to examination questions and to 
avoid making test-taking mistakes. 


1. Read the entire question before attempting to answer it, and recognize the key 
concepts in the stem. Each examination question contains critical pieces of 
information, or key concepts, and directions on how to use that information to select 
the correct answer. For example, a question might ask you for the definition of a term, 
for a characteristic of a particular product or for a conclusion based on the “facts” of 
the situation. Once you have identified the key concepts, you can use them to evaluate 
the answer choices. The correct answer is the answer that incorporates all of the 
question’s key concepts. 


2. Concentrate on those questions which you are absolutely or reasonably certain 
you know. A sound practice in taking any examination is to focus on the questions 
you can answer confidently and leave until later those questions about which you have 
some doubt. Go through the entire examination once, answering the questions you can 
answer and skipping the questions you can’t answer. Then go through the test a second 
time, providing answers to each of the questions you left blank. 


3. If you aren’t sure which answer is correct, make an educated guess. If you do not 
provide an answer to a question, it will automatically be marked incorrect; on the 
other hand, if you make an educated guess, you have at least a chance of being correct. 
You can generally use the process of elimination to narrow your choices and improve 
your chances of selecting the correct response. Start by going back to the key concepts 
you’ve identified for the question. If an answer choice does not address one or more of 
these key concepts, you can eliminate it as a possible response. Following this process 
almost always allows you to eliminate at least one answer choice. Quite often, the 
process leaves you with only one answer choice—the correct answer. 
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4. Record your answers. If you are taking a paper exam, record your responses on your 
answer sheet. Follow the instructions that appear on the examination cover page and 
on the answer sheet itself in marking your answers on the answer sheet. The answer 
sheets are graded by machine. If you are taking an electronic exam, record your 
answers by clicking the round button to the left of the answer choice or by pressing 
the corresponding number key on the computer keyboard. 


5. Go back through the test and check your answers. Check the entries that you have 
recorded on your answer sheet (for a paper exam) or on the computer screen (for an 
electronic exam). Make sure that all questions have been answered and that your 
recorded answer choice matches your intended correct response for each question. 


An Overview of Question Types Used in LOMA Exams 


All of the questions used in LOMA examinations are multiple- 
choice questions which consist of two parts: (1) an introduction 
(called a “stem”), which includes key concepts related to the @ 
question topic and directions on how to use those key concepts; a, 
and (2) a list of possible answer choices. The student’s objective is 
to select the answer choice that correctly satisfies the requirements 
of the stem. 


However, multiple-choice formats vary and questions can range in 
difficulty from testing simple recognition of terms to testing whether 
you can manipulate and apply concepts presented in the textual material. The subsection below 
includes representative examples of the format variations you can expect to see on the 
examination for this course and some hints on how to approach these questions. 


Example 1: Straightforward Multiple-Choice Format 
If the premiums for an employer-employee group life insurance contract are paid entirely 
by the employer, the group insurance plan is said to be 


(1) coinsured 

(2) vested 

(3) nonfunded 

(4) noncontributory 


Most of the questions in a LOMA examination follow a straightforward multiple-choice 
format. In these questions, the question “stem” is followed by four answer choices, each of 
which consists of one term or fact that correctly completes the stem. The question in 
Example | asks for the term used to describe a particular type of insurance plan. The key 
concepts that will identify which of the four terms presented as answer choices is correct 
are (1) premiums, (2) employer-employee group life insurance, and (3) payments made 
solely by the employer. The correct answer is the response that correctly incorporates all of 
these key concepts. In Example 1, the correct answer is the term that describes a group 
insurance plan for which the employer pays 100% of the premium and the employees pay 
nothing. 


If you are not sure which answer choice meets these requirements, you can narrow your 
choices by eliminating any answer choice you know is incorrect. For example, you can 
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eliminate coinsured as a possible response because it has nothing to do with premiums. You 
can also eliminate nonfunded because it refers to pension plan funds rather than group life 
insurance. 


Example 2: Multiple-Choice Column Format 

Every insurance policy can be classified as being either a contract of indemnity or a valued 
contract. Dave Holmes is insured by an individual health insurance policy that provides him 
with basic hospital expense coverage; the policy will pay any hospital expenses Mr. Holmes 
may incur, subject to a maximum benefit of $300 per day. Mr. Holmes was recently 
hospitalized for 3 days, and the hospital charged $250 per day for his hospital stay. From 
the answer choices below, select the response that correctly classifies this insurance 
contract and that correctly identifies the total benefit amount payable to Mr. Holmes by his 
insurer in this situation. 


Type of contract Benefit payable 
(1) valued contract $750 
(2) valued contract $900 
(3) contract of indemnity $750 
(4) contract of indemnity $900 


Example 3: Multiple-Choice Series Format 

Amos Reed entered into a contract with the Beacon Insurance Company to sell Beacon’s 
life insurance products. With respect to the roles created by this agency contract, Mr. Reed 
is considered to be the 


(1) principal, and Beacon is the agent 
(2) agent, and Beacon is the customer 
(3) service representative, and Beacon is the agent 
(4) agent, and Beacon is the principal 


Column format questions and series format questions require you to know more than one 
piece of information. As in straightforward multiple-choice questions, column format and 
series format questions present key concepts and instructions for answering the question. 
Example 2 instructs you to choose the answer that includes both the correct type of 
insurance contract and the correct benefit amount payable under the contract. Example 3 
instructs you to choose the answer that identifies the roles assumed by an individual and an 
insurer in an agency relationship. 


If you are unsure which answer is correct, or if you know only one piece of information, 
you can use the process of elimination to narrow the possibilities. For example, if you know 
that the benefit amount in Example 2 is $750 (3 x daily rate of $250) rather than $900 (3 x 
maximum benefit of $300), you can eliminate answer choices (2) and (4). You have only to 
determine whether the contract is a valued contract or a contract of indemnity. In Example 
3, if you know that Mr. Reed is an agent, you can eliminate answer choices (1) and (3) and 
concentrate on determining whether Beacon is the customer or the principal. If you simply 
don’t know, you at least have only two choices remaining from which to make an educated 
guess. 
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Example 4: Multiple-Choice “One Correct Statement” Format 
The following statements are about the reinstatement of a fixed-premium life insurance 
policy. Select the answer choice that contains the correct statement. 


(1) When such a policy is reinstated, the original policy is canceled and a new policy is 
issued. 

(2) When such a policy is reinstated, the policyowner is charged a higher premium rate 
based on the insured’s attained age. 

(3) In most jurisdictions, when such a policy is reinstated, the contestable period expires 
and the insurer may not contest the policy for any reason. 


(4) In order to reinstate such a policy, the policyowner is required to present satisfactory 
evidence of the insured’s continued insurability and to pay all back premiums, plus 
interest. 


This type of multiple-choice question presents a general topic and a series of statements 
related to that topic. The question stem identifies the topic and the criteria you are to use to 
evaluate the statements in the answer choices. In Example 4, the topic is reinstatement of a 
fixed-premium life insurance policy and you are directed to select the one correct 
statement. Other questions might ask you to select the one false statement in the series. 
There are no tricks in these questions, but they do require you to read each answer choice 
carefully and completely and to decide whether the answer choice is true or false. 


You can narrow your choices on questions such as these by eliminating any answer choices 
that do not satisfy the criteria presented in the stem. In Example 4, you can safely eliminate 
all false statements. The more choices you eliminate, the greater your chances are of 
selecting the correct response. 


Example 5: Multiple-Choice “Fill-In” Format 

In the paragraph below, a statement contains two pairs of terms enclosed in parentheses. 
Determine which term in each pair correctly completes the statement. Then select the 
answer choice containing the two terms that you have chosen. 


The maximum annual contribution allowed under a Keogh plan is the (lesser / greater) of 
25% of annual income or $30,000, and the owner of a Keogh plan (can / cannot) deduct 
this amount from his or her taxable income. 


(1) lesser / can 

(2) lesser / cannot 
(3) greater / can 
(4) greater / cannot 


The two pieces of information you have to evaluate in this question are (1) the maximum 
annual contribution allowed under a Keogh plan and (2) the deductibility of plan 
contributions for Keogh plan owners. Perhaps you know that the maximum annual 
contribution allowed is the lesser of 25% of annual income or $30,000. This knowledge 
eliminates (3) and (4) as possible answer choices and increases your odds of answering 
correctly to 50 percent. All that remains is for you to determine whether the plan 
contributions are tax-deductible. 
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Example 6: Multiple-Statement Format 


The following statement(s) can correctly be made about societal changes in the United 
States that affect the annuities industry: 


A. The number of people entering retirement is decreasing 
B. The average length of retirements is decreasing 


(1) Both A and B 
(2) A only 

(3) B only 

(4) Neither A nor B 


In order to answer this question, you have to evaluate A and B as statements about societal 
changes in the United States. Suppose you are uncertain about A, but you are certain that B 
is incorrect. In this case, you would be left with only (2) and (4) to consider, and your odds 
of guessing correctly would be 50 percent. To arrive at the correct answer, you need only 
consider whether A is a true statement. 


Example 7: “Matching Questions” Format 


Questions 18 and 19 are matching questions. Beside each question number is a description 
of a type of life insurance product. From the following answer choices, choose the term that 
correctly matches the description of each type of life insurance product. 


(1) Level term life insurance 

(2) Graded premium whole life insurance 

(3) Continuous-premium whole life insurance 
(4) Limited-payment whole life insurance 


18. Rex Larsen’s life insurance policy provides a death benefit of $50,000 if his death 
occurs during the 15-year period in which the policy is in force. Mr. Larsen’s annual 
premium payment remains the same throughout this 15-year period. At the end of the 
period, his coverage will expire. 


19. Walter Fiermann will pay level premiums on his life insurance policy for 20 years. At 
the end of the 20-year period, Mr. Fiermann’s policy will be paid up, but his coverage 
will continue throughout his life. His policy provides a death benefit of $100,000. 


All of the multiple-choice formats discussed so far contain an introductory “stem” and a 
distinct set of answer choices. Matching questions consist of a description of the general 
topic under consideration and a set of instructions, followed by two or more questions and a 
single, common set of answer choices. Your objective is to select the answer choice that 
matches the term, statement, or situation presented in each question. Matching questions, as 
used in LOMA examinations, generally cover a relatively large amount of textual material 
and it is not uncommon for a series of matching questions to be drawn from thematically 
related material appearing in several textbook chapters. Usually, the number of answer 
choices exceeds the number of questions. Note, too, that more than four answer choices 
may be provided. 


12 Test Preparation Guide for PCS 393 


In order to arrive at the correct answer for matching questions, you should read the first 
question carefully and identify the key concepts. Then evaluate the answer choices 
according to the instructions provided in the stem and select the correct answer. Once you 
have completed the first question in the set, repeat the process for the next question. An 
important fact to remember about matching questions is that, unless the directions for the 
series of matching questions specify otherwise, each answer choice is used only once. 
This means that once you have identified the correct answer for one question, you can 
eliminate that answer choice when you evaluate the next question in the set. 


Application Questions and Higher-Level Recognition Questions 

As mentioned earlier, LOMA examinations may require students to demonstrate that they can 
make functional use of the concepts learned. Application questions ask you to manipulate 
information in such a way as to put into practice a concept that has been covered by the textual 
materials. In other words, application questions require you to put the knowledge you have 
gained to work in (1) predicting the consequences of a set of facts, (2) dealing with a real-life 
situation, or (3) solving a problem. Application questions, therefore, call for a higher level of 
conceptual skill than mere recognition of a concept, term, or formula. 


Higher-level recognition questions do not require you to exercise the same level of question- 
answering skills that application questions require, but the knowledge required to answer these 
questions goes beyond basic concept recognition. 


In order to highlight the differences between lower-level recognition questions, higher-level 
recognition questions, and application questions, consider examples 8 through 11. 


Example 8: Lower-Level Recognition Question 


The two major categories of life insurance products are term life insurance and permanent 
life insurance. Permanent life insurance is a form of insurance that 


(1) provides coverage for the insured’s lifetime 

(2) provides coverage for a limited period of time specified in the policy 

(3) pays regular benefits during the insured’s entire lifetime 

(4) pays benefits only if the insured is still alive at the end of the period specified in the 
policy 


This question requires you merely to recognize one of the characteristics of permanent life 
insurance. It does not require you to manipulate any information or solve a problem. 
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Example 9: Higher-Level Recognition Question 

Heather Friedman is covered by two group medical expense policies that provide identical 
benefits. Both policies contain the same deductible and coinsurance requirements. When 
Ms. Friedman was hospitalized for surgery, the policy designated as her primary plan paid 
benefits, but the policy designated as her secondary plan paid nothing, even though she 
filed claims under both policies. This information indicates that Ms. Friedman’s secondary 
plan contains a 


(1) split-dollar provision 

(2) stop-loss provision 

(3) partial disability benefits provision 
(4) nonduplication of benefits provision 


This question requires no manipulation of information—-so it is not an application 
question—but it does require a higher level of recognition on your part than does 
example 8. You not only have to know the definition of a nonduplication of benefits 
provision to answer this question correctly, but you have to be able to recognize the effect 
of such a provision in a real world example. 


Example 10: Application Question 

David Templeton was insured under a $100,000 whole life insurance policy. At the time of 
Mr. Templeton’s death, the policy had a cash value of $10,000 and Mr. Templeton owed a 
total of $5,000 on an outstanding policy loan. The amount that is payable to the beneficiary 
of Mr. Templeton’s policy is 


(1) $90,000 
(2) $95,000 
(3) $100,000 
(4) $105,000 


This application item requires you to manipulate information and calculate a result based 
on that manipulation. A question of this type will present all of the data that you need to 
answer the question, and may even include some “red herring” data that does not bear on 
the correct answer but that might catch a student who hasn’t studied. 


All calculation questions (like example 10) are application items, but not all application 
items involve calculations. Consider, for example, the following question: 
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Example 11: Application Question 

William Scott named his children, Trudy and Bob, as primary beneficiaries to share equally 
in the proceeds of an insurance policy on his life. He also named his wife, Marlene, as the 
policy’s contingent beneficiary. When William died, Trudy and Marlene were the only 
surviving beneficiaries. In this situation, the death benefit will be paid 


(1) entirely to Trudy 

(2) entirely to Marlene 

(3) to Trudy and Marlene in equal shares 

(4) to Trudy and to Bob’s estate in equal shares 


This question asks you to predict an outcome based on a given set of facts and is, 
therefore, an application item. 


Microcase-Based Questions 

Most LOMA examinations contain at least one “microcase.” Each microcase presents a fact 
situation and a series of questions that serve as the basis for more sustained testing of principles 
and a greater integration of concepts than you can get in a single question. The microcase fact 
situation may be presented in one or two short paragraphs, or it may take up half a page or 
more. Typically, the questions included in the microcase are application or higher-level 
recognition items. 


Examination writers at LOMA attempt to achieve two objectives in every microcase: 

(1) verisimilitude, or the semblance of actuality, and (2) cross-chapter integration, or the 
incorporation of concepts from various sections of the textbook on which the examination is 
based. Microcases, therefore, provide you with the opportunity to bring a number of concepts 
and a fairly broad spectrum of knowledge to bear on a more realistic situation than can be 
encountered in a single question. 


For example, a microcase might present a person who owns an individual medical expense 
insurance policy. The microcase situation might provide information on the policy’s deductible, 
coinsurance percentage, and coordination of benefits (COB) provision, and inform you of 
various medical expenses incurred for various procedures. All of this information in the 
microcase situation could lead to a series of questions that would require you to know (1) the 
type of deductible included in the policy, (2) the amount of benefits payable by the insurer, 

(3) the amount of expenses paid by the insured, (4) whether the insured is eligible for benefits 
for a type of procedure, and so on. 


Even a short microcase situation can provide a foundation for asking a large number of ques- 
tions that require you to thoroughly understand the underlying concepts and apply those con- 
cepts in a complex situation. 


As with the increased use of application questions and higher-level recognition items (which we 
noted above), the use of microcases is an indication that your studies should go beyond the mere 
memorization of the definitions of key terms and concepts. 
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Some Test-Taking Myths 


No matter how diligently you prepare for the examination, you will be handicapped if you 
adhere to some test-taking myths that circulate through groups of students with almost self- 
perpetuating force. Here are a few. 


Myth 1: Answer choice (1) is the best choice if it is necessary to 
guess the correct answer to a question because examination 
writers usually place the correct answer first. 


Fact: The distribution of correct answers to the questions appearing 
on a LOMA examination is fairly evenly balanced among the 
available answer choices. 


Myth 2: There is usually a pattern to the answer key responses. 


Fact: There is no pattern to the order of the correct responses to the questions in a 
LOMA examination except that the distribution of correct responses is evenly 
balanced, or relatively so. 


Myth 3: Always choose the longest response to a question because 
examination writers are careful to qualify the correct answer more than they 
qualify the incorrect answers. 


Fact: Because the examination writers at LOMA are especially alert to this 
tendency in examinations in some other testing programs, they take special care to 
avoid such a pattern. Short answers or average-length answers are just as likely as 
long answers to be correct. 


After the Examination 


Paper Examinations 

You will not be permitted to take your copy of the examination booklet with you when you 
leave the examination room. However, the proctor is authorized to return your copy of the 
examination booklet to you after 24 hours have elapsed. Putting your name on the front of your 
examination booklet will ensure that you receive the same copy you had while sitting for the 
examination. If you recorded your selected answers in your examination booklet, you can 
further reinforce the knowledge that you have gained by looking up the correct answers in the 
textbook. Contact your Ed Rep to obtain a copy of the text references for the examination. You 
can also view and download text references at LOMA’s website at www.loma.org. 


Occasionally, students may wish to challenge the validity of certain questions. The basis for 
such challenges varies; it may be a perception that a question is not clearly worded, or that the 
correct answer does not accurately reflect the textual passage on which it is based, or that the 
textual passage is at variance with current practices in the insurance industry. Infrequently, a 
typographical error may be cited as the basis for a challenge. 
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If you believe that there is good reason to challenge a test question after you have taken the test, 
put your challenge in writing and forward it to your Ed Rep, who will forward it to the Educa- 
tion Division for consideration. Receipt of your challenge will be acknowledged by return mail. 
Be sure to submit any challenges so that they are received by the date specified in the Education 
Catalog. Any resulting changes can then be taken into account before answer sheets are scored. 


The important point to keep in mind about such challenges is that each one is investigated by 
the professional staff in the LOMA Education Division. If the staff committee doing the 
investigation finds that there is merit to the challenge—and the benefit of the doubt is always 
given to the student—that committee will recommend that the answer key be changed to give 
credit for more than one answer choice. The effect of such a recommendation is to give the 
students who chose the allowable responses credit for the challenged questions, regardless of 
whether the intended correct answer was chosen. 


As an additional step, the Education Division creates various statistical reports designed to call 
to the staff’s attention any irregularities in response patterns to questions. Each such irregularity 
is investigated in detail to ensure that the reason for it is not some erroneous component of the 
question. If such an irregularity does lead to discovery of an error in a question, multiple 
answers will be allowed. 


Once final grades are posted, it is not possible to make any changes in them. 


I*STAR Examinations 


Administrative regulations pertaining to I*STAR examinations do not permit students to keep a 
record of their answer responses or transport any materials out of the testing room. Ed Reps or 
their designated proctors are required to collect all notes, scratch paper, etc., from students. 
These regulations are intended to enhance the security of an examination series available 
throughout the year. 


I*STAR students, however, may still avail themselves of the opportunity to challenge test items. 
A student who believes that a test question is erroneous should record the question number and 
convey the challenge immediately to the Ed Rep, who will forward it to LOMA. I*STAR 
examination results are subject to the same extensive statistical checks as are paper examination 
results. 


Practice Questions 


bo. geei Pap : log low 
: ad yee arnns by ee 


oer Sins may satyrets wie: 


~ : bait 
; - 


S Rh iay ae Perea -ayagnalt 7 

ee mr0.o a0 tes 

' Dive innwh Wa dade faa 
a ta = eis ene ss hil Ge 


WWA * Cet grea mene 
OU GY! 2 o U4 Ss sig wr F 
= (nets © eee, pig. “oy 


.>. >>. a. _ Rita ie) Wet) ro ay . t 
— i a af = - 


~~ 
. & * 


oe ti. mre 


pws Aer ne, & gl 


i a 
ve OPP ap an -ariaage ey 
ar ove sat harsishaet etd 


=< a ry — 7 
winery Tavis — > 
0 2.2 aoa a ail. Rots ib : _ 
oo _ 
ee 


: orc 


Practice Questions 19 


Practice makes perfect, so the adage goes, and 
nowhere is the adage truer than in the case of test 
preparation. This section is presented in order to 
give you the opportunity to practice answering 


questions of the types that you are likely to 
encounter in the actual examination. 


The mode of presentation of the practice questions 
is uniform. For each assigned chapter, there will 
be a series of test questions designed to provide 
fairly broad coverage of the central concepts 
presented in the assigned textbook. For each 
chapter, the practice questions and microcases 
may be based entirely on material from the 
chapter at hand, or they may also integrate mate- 
rial from other chapters. 


Although the mode of presentation of the practice 
questions is uniform for each chapter, the number 
of questions is not. Some chapters are so short or 
so concentrated in coverage that only a few 
questions are sufficient to test your knowledge of 
the concepts. In other cases, the chapters are so 
long or else so exhaustive in detail that a large 
number of questions are required to provide 
adequate coverage. 


You should not assume that the number of practice 
questions for a given chapter is indicative of the 
chapter’s relative weight on the examination itself. 
Moreover, you should not assume that the fact that 
no practice question addresses a specific concept 
or fact presented in the chapter is an indication 
that the fact or concept is unimportant, or that it 
will not be the subject of a question on the test 
itself. Remember, a test is merely a sampling of 
knowledge. No test can hope to cover every fact or 
concept presented in the text(s) on which it is 
based. These practice questions are also merely a 
sampling of knowledge. They are designed to 
provide an approximate measure of the breadth or 
depth of your knowledge of the chapters on which 
they are based. 


After you have read the text completely and are 
in the review process for each chapter, attempt 
to answer the practice questions on the chapter. 
(Note: Remember to check the list of assigned 
texts in the current edition of the LOMA 
Education and Training Catalog before begin- 
ning your reading.) Do not look at the scoring 
key for the questions until you have answered 
all of that chapter’s practice questions. Once 
you have answered the questions, turn to the 
scoring key and grade your question responses. 


Above all, do not stop there. For each question 
that you answered incorrectly, look up the 
correct answer. Determine why the response 
you chose is incorrect. In this way, you will be 
providing important reinforcement of the 
subject knowledge that you have gained. After 
all, it is the questions that we answer incorrectly 
on a test that we are likely to remember most 
after the test is over. The same principle works 
for these practice questions. Finally, if you 
chose an incorrect response because of an error 
of methodology in reading the question, go 
back to the introduction of this publication and 
review the section on methodology. 


Once you have worked through all the practice 
questions in this section, identify those on 
which you did poorly. You should make a 
special effort to review these chapters in detail 
again before taking the sample examination that 
appears at the end of this publication. 


A final note: It is better to review the text and 
answer the practice questions one chapter at a 
time. Attempting to answer all the practice 
questions in one sitting, without the aid of a 
chapter-by-chapter review, defeats the purpose 
of the test preparation guide. 


CHAPTER ONE 


What is Customer 
Relationship Management? 


Chapter Objectives 
After studying this chapter, you should be able to 


Define customer relationship management (CRM) 

Explain the link between customer relationships, customer loyalty, and customer retention 
Understand the forces driving financial services firms to undertake CRM 

List some of the goals, benefits, and challenges of CRM 


Outline of Major Topics 

The Importance of Customer Relationships 
Customer Relationships 
Customer Loyalty 
Customer Retention and Profitability 

An Overview of Customer Relationship Management 
The CRM Process 
The Customer Experience 
Underlying Principles of CRM 
Factors Driving CRM 

Goals and Benefits of CRM 
Understand Customer Behavior, Patterns, and Preferences 
Transform Customer Satisfaction into Customer Loyalty 
Make Integrated Customer Information Available to All Customer Channels in Real Time 
Identify the Current Profitability and Potential Future Value of Customers 
Maximize Customer Value 

Challenges of CRM 
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Practice Questions 


kb: 


The Guest Financial Services Company has developed a business strategy that allows it to 
manage all aspects of its interactions with current and potential customers. The primary purpose 
of this strategy is to enable Guest to build customer loyalty by learning from every interaction 


with a customer. This information indicates that Guest has adopted the business strategy known 
as 


(1) a product-centric philosophy 

(2) customer relationship management (CRM) 
(3) areal time philosophy 

(4) a customer experience philosophy 


The Widget Corporation is financing the purchase of group life insurance coverage for its 
employees. Samuel Bartow, an independent insurance broker, is assisting Widget in procuring 
the insurance coverage from the Calloway Life and Health Insurance Company. From the 
following answer choices, select the response that correctly identifies the party that is considered 
to be the payer in this transaction and the party that is considered to be the intermediary in this 
transaction. 


Payer Intermediary 
(1) Widget employees Mr. Bartow 
(2) Widget employees Calloway 
(3) Widget Corporation Mr. Bartow 
(4) Widget Corporation Calloway 


A customer relationship, which is a mutual bond that forms as a result of all interactions 
between a customer and a business organization, exists when certain conditions are met. One 
condition that is NOT considered to be a characteristic of a stable and positive customer 
relationship occurs when a customer 


(1) remains with a company because the cost of changing suppliers is high 

(2) perceives that the company has consideration for its customers’ privacy 

(3) perceives that the company has the ability to resolve disagreements 

(4) perceives that there is trust and loyalty between the company and its customers 


Becky Swanson owns several financial services products issued by the Falkirk Financial 
Services Company. Ms. Swanson is satisfied with Falkirk’s products, customer service, 
interaction channels, price, and ability to deliver value. As a result, Ms. Swanson continues to 
place repeat business with Falkirk, despite the marketing efforts of Falkirk’s competitors. This 
information indicates that Ms. Swanson exhibits a commitment to Falkirk known as 


(1) customer development 
(2) customer wallet share 
(3) customer attrition 

(4) customer loyalty 
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5. The following statements are about customer retention and profitability. Select the response that 
contains the correct statement. 


(1) Once a customer has purchased a product from a financial services company, the company 
has no further opportunities to maximize the customer’s potential value to the company. 

(2) Repeat customers typically are very price sensitive, and, as a result, a company typically 
has to offer discounts or other incentives to loyal customers more often than to new 
customers. 

(3) The cost of acquiring a new financial services customer is significantly lower than the cost 
of retaining a current customer. 

(4) A company’s profit margins on products sold to repeat customers tend to be higher than the 
margins on products sold to new customers. 


6. The CRM process generally consists of a closed-loop process containing four broad phases: 
analyzing, capturing, planning, and interacting. It is generally correct to say that, during the 
phase known as 


(1) analyzing, a business unit staff creates strategies for maximizing customer contacts 

(2) capturing, data about customers and customer contacts is extracted from the company’s 
various operational systems, such as accounting systems, product administration systems, 
and billing systems 

(3) planning, customer-facing (front-office) employees execute strategies designed to achieve 
a desired customer experience 

(4) interacting, analysts in business units create reports of customer behavior and define 
customer segments 


7. The following statement(s) can correctly be made about the underlying concepts of CRM: 


A. A company that adopts a customer-centric philosophy must always do whatever its 
customers want, regardless of how the customers’ requests affect the company’s 
profitability. 

B. In order to be effective with CRM, a company needs a comprehensive profile of each of its 
customers. 


(1) Both A and B 
(2) A only 

(3) B only 

(4) Neither A nor B 


8. In the financial services industry, the convergence of several factors drives firms toward 
implementing CRM. One general factor that is driving firms to implement CRM is the fact that 


(1) customers tend to compare the level and customization of services provided by financial 
services firms to that of other service providers, such as airlines, retailers, restaurants, and 
telecommunications companies 

(2) customers generally are more satisfied now with the service they receive than they were in 
the past because a customer can interact with a company in more ways than ever before 

(3) customer retention and individual customer profitability are not related to business 
profitability and stockholder value 

(4) financial services products that were once alike from one company to the next are 
becoming increasingly unique and exclusive 
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9. The Manchester Insurance Company, an insurer with offices in several countries, is 
implementing CRM into its operations. One challenge that Manchester most likely will face as it 
undergoes the implementation process is that 


(1) all customer-facing functions must be modified so that they are performed in isolation 
from Manchester’s other functions 

(2) the offices within each country it serves must be required to implement operations and 
processes that are the same in each country regardless of customers’ individual needs 

(3) the payback of the initial CRM investment most likely will not be immediate 

(4) the transition to CRM must be planned as a one-time event, rather than as a new way of 
doing business 
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CHAPTER TWO 


Preparing for CRM 


Chapter Objectives 
After studying this chapter, you should be able to 
= Give examples of how financial services organizations can move from being product centric 
to customer centric 
= Discuss factors that an organization examines when conducting a situation analysis in 
preparation for CRM 
m# Explain the meaning of making a business case of CRM, and discuss the need for such a 
business case 


m= Understand why a company undertaking a CRM initiative seeks executive and grassroots 
by-in for the initiative 


Outline of Major Topics 
Moving to a Customer-Centric Culture 
Steps to Becoming Customer Centric 
Situation Analysis 
Internal Factors 
External Factors 
The Core Value Proposition 
Customer Experience Cycle 
Establishing a Business Case for CRM 
Buy-In for the CRM Program 
Executive-Level Buy-In 
Grassroots-Level Buy-In 
CRM Steering Committee 
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Practice Questions 


1. The following organizations are using metrics in order to determine company performance: 


* The Hexagon Financial Services Company is measuring its success by reviewing the rate 
of customer defection 

* The Octagon Insurance Company is measuring its success by reviewing the percentage of 
cross sales across its product lines 

* The Triangle Life and Health Insurance Company is measuring its success by reviewing 
the frequency of billing errors 


The organizations that are using customer-facing metrics in order to determine the success of 
company performance are 


(1) Hexagon, Octagon, and Triangle 
(2) Hexagon and Octagon only 
(3) Hexagon and Triangle only 
(4) Octagon and Triangle only 


2. One customer-centric metric a financial services company can use in order to measure the 
success of the company’s operations is lifetime customer value (LTV). By definition, LTV is a 
measure of 


(1) a company’s total sales 

(2) the percentage of a customer’s business on a particular type of product that the customer 
places with the company 

(3) a company’s market share for a particular type of product 

(4) the economic benefit of a company’s relationship with a customer, calculated over time 


3. An organization typically includes three types of job functions: front-office functions, 
back-office functions, and middle-office functions. In a financial services company, one job 
function that typically is considered to be a front-office function is the 


(1) underwriting function 

(2) information systems function 
(3) claims function 

(4) accounting function 


4. The Azure Financial Services Company offers its employees incentives when they achieve an 
increase in the following measures: 


e Rate of customer retention 
¢ Number of new product sales 
¢ Rate of customer satisfaction 


In this situation, the incentives that are considered to reinforce customer-focused priorities are 
the incentives Azure offers for an increase in the 


(1) rate of customer retention, the number of new product sales, and the rate of customer 
satisfaction 

(2) rate of customer retention and the number of new product sales only 

(3) rate of customer retention and the rate of customer satisfaction only 

(4) rate of customer satisfaction only 
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Use the following information to answer questions 5 and 6. 


The Talapoosa Financial Services Company is reorganizing itself as a customer-centric company. As 
part of this reorganization, Talapoosa has created a new position for Janet Harrison, a senior-level 
executive at Talapoosa. In her new position, Ms. Harrison will have broad responsibility for 
coordinating various customer-oriented initiatives, and she will serve as the primary advocate for 
Talapoosa’s customers. 


To assist her in determining the needs of Talapoosa’s customers, Ms. Harrison recently organized a 
group interview that consisted of several of Talapoosa’s customers. Under the direction of a 
moderator, the group members answered questions and discussed specific issues related to Talapoosa. 
Ms. Harrison is using the responses from the interview to help Talapoosa develop organizational 
goals that meet the needs of Talapoosa and its customers. 


De 


Ms. Harrison’s new position can best be characterized as a 


(1) customer acquisition manager 
(2) customer development manager 
(3) customer retention manager 

(4) chief customer officer 


The type of group interview Ms. Harrison organized is known as a 


(1) customer retention group 
(2) profitability group 

(3) focus group 

(4) SWOT group 


When conducting a situation analysis, a financial services company considers both internal and 
external factors in order to identify business problems and opportunities facing the organization. 
One external factor typically evaluated during situation analysis is 


(1) whether the company has enough employees 
(2) the company’s competitors 

(3) the company’s business processes 

(4) the company’s financial condition 


The customer experience cycle consists of five stages that make up the typical range of 
interactions between a company and a customer: transact, support, engage, fulfill, and renew. 
Beginning with the stage that typically occurs first in the customer experience cycle, and ending 
with the stage that typically occurs Jast in the cycle, the correct order of the stages of the 
customer experience cycle is 


(1) Transact—Support—Fulfill—Renew—Engage 
(2) Engage—Support—Transact—Renew—Fulfill 
(3) Fulfill—Engage—Support—Transact—Renew 
(4) Engage—Transact—Fulfill—Support—Renew 
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CHAPTER THREE 


The Role of 
Customer Information 


Chapter Objectives 
After studying this chapter, you should be able to 


Explain the importance of having a comprehensive profile of each customer 

List the elements of a comprehensive customer profile 

Discuss some of the internal and external sources from which financial services companies 
gather information about their customers 

Describe some of the repositories used to store data 


Outline of Major Topics 
Information and Information Users 
Importance of a Comprehensive Customer Profile 


Identify Customer Values 

Assess Potential Value of Each Customer 
Refine Customer Acquisition Efforts 
Analyze Customer Behavior and Preferences 
Improve Service Quality 


Comprehensive Customer Profiles 


Structured and Unstructured Information 
Factual and Inferential Information 
Elements of a Comprehensive Customer Profile 


Sources of Customer Information 


Customer- and Company-Generated Information 
Third-Party Information 


Data Storage 


Operational Databases 

Customer Information Files (CIF) 
Data Warehouses 

Data Marts 
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Practice Questions 


1. By definition, raw, unprocessed facts that have been converted into a form that is meaningful for 
the accomplishment of some objective are known as 


(1) data 

(2) information 

(3) knowledge 

(4) collective memory 


2. The Macmillan Financial Services Company is developing comprehensive customer profiles of 
its customers. With respect to this situation, it is most likely correct to say that 


(1) the benefits of using the comprehensive customer profiles can only be realized by the end 
consumers of Macmillan’s products 

(2) the profiles should include as much information about a customer as possible, even if the 
profile contains more information than Macmillan will ever actually use 

(3) Macmillan can use the information in the profiles to understand what characteristics its 
customers share and to take steps to locate prospective new customers that have these 
characteristics 

(4) the comprehensive customer profiles will allow Macmillan to evaluate the value of all of 
its customers as a whole, but it will not allow Macmillan to evaluate the value of each 
individual customer 


3. The paragraph below contains two pairs of terms enclosed in parentheses. Determine which term 
in each pair correctly completes the paragraph. Then select the answer choice containing the two 
terms you have chosen. 


A comprehensive customer profile often includes (structured / unstructured) information, which 
is information that can be organized systematically, such as a customer’s age, address, and sex. 
Using this type of information, a company can draw additional conclusions, such as a customer’s 
potential behavior and channel preferences. This type of information, which may or may not be 
accurate, is known as (factual / inferential) information. 


(1) structured / factual 

(2) structured / inferential 
(3) unstructured / factual 
(4) unstructured / inferential 


4. The Indigo Financial Services Company is using data mining to develop customer information. 
This information indicates that Indigo is undergoing the process of 


(1) developing a credit score for a prospective borrower 


(2) making Indigo’s information available so that the people who need information will have 
access to it 


(3) conducting a business-related exchange with a customer 


(4) selecting, exploring, and modeling large amounts of data to uncover previously unknown 
patterns for business advantage 
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For this question, if answer choices (1) through (3) are all correct, select answer choice (4). 
Otherwise, select the one correct answer choice. 


One type of factual information that financial services companies often use is demographic 
information, which includes 


(1) marital status 
(2) income level 
(3) nationality 

(4) all of the above 


Much of a company’s data is produced through a transaction processing system. By definition, a 
transaction processing system is 


(1) a private firm that maintains credit files about consumers or commercial organizations 

(2) an organized collection of procedures, software, databases, and devices used to record high 
volume, routine, and repetitive business transactions 

(3) an organized collection of data records stored in related files that can be accessed only for 
analytical purposes 

(4) arecord of a Web site visitor’s movements through pages on the company’s Web site 


* * * * * * 


Use the following information to answer questions 7 through 9. 


After hearing a radio advertisement for the Sparrow Financial Services Company, Wendy Carmichael 
decided to access Sparrow’s Web site in order to find out more about the company. To access the site, 
Ms. Carmichael used a software program on her computer that allowed her to navigate the Internet. 


In order to gain access to information located on Sparrow’s Web site, Ms. Carmichael was required to 
input data about herself, including her name, address, and occupation. Sparrow then used this 
information to determine additional characteristics about Ms. Carmichael, including characteristics 
about her social class. Ms. Carmichael’s responses and the additional characteristics Sparrow 
determined were used to assist Sparrow in developing Ms. Carmichael’s comprehensive customer 
profile. 


ae 


The type of software that Ms. Carmichael used to navigate the Internet is known as a 


(1) clickstream data system 
(2) Web browser 

(3) collective memory system 
(4) Web server 


Web site applications allow a company to gather a variety of types of data, including personal 
data, demographic data, behavioral data, and psychographic data. In this situation, one example 
of psychographic data about Ms. Carmichael is her 


(1) name 

(2) address 
(3) occupation 
(4) social class 
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9. With regard to the comprehensive customer profile Sparrow created for Ms. Carmichael, it is 
most likely correct to say that 


(1) it can contain only structured, factual information 

(2) the information in the profile must remain the same for as long as the profile exists 
(3) it can be used to analyze Ms. Carmichael’s past behaviors and forecast her future behavior 
(4) it cannot, by law, include any information about Ms. Carmichael’s credit risk 


* * * * * * 


10. One way that a financial services company can collect customer information on Web sites is 
through the use of an Internet cookie, which can be defined as 


(1) a data file sent by a company’s Web server to a Web site visitor’s Web browser that may be 
used to record the visitor’s activities on the Web site or save selected items of data that the 
visitor has provided directly to the company via the Web site 

(2) a file contained on a Web server that records all of the activity on the Web site 

(3) a computer that holds all of the documents on a Web site and makes them available for 
remote browsers 

(4) an online survey located on the company’s Web site 


11. The Highland Corporation is a private firm that collects and maintains marketing, demographic, 
and psychographic data on consumers and provides this data to organizations for a fee. This 
information indicates that Highland can be correctly characterized as 


(1) a third-party marketer 
(2) an affinity group 

(3) a credit bureau 

(4) a data mart 


12. Many financial services companies use information from third-party sources to help in 
developing a comprehensive customer profile. One third-party source insurance companies often 
use is the MIB Group, Inc., which provides insurers with 


(1) information concerning impairments that insurance applicants have admitted to or that 
other insurance companies have detected in connection with previous applications for 
insurance 

(2) membership information about insurance applicants who belong to specific organizations 

(3) reports about applicants that include the applicants’ personal and financial information 

(4) information about applicants’ driving histories, including traffic violations and arrests and 
convictions for driving-related incidents 


13. Two methods of data storage are data warehouses and customer information files (CIFs). One 
difference between these two storage methods is that a data warehouse 


(1) contains information acquired from operational systems and external data sources, whereas 
a CIF only contains data from the company’s operational systems 

(2) can be used only for operational purposes, whereas a CIF is used primarily for analytical 
purposes 

(3) is designed to serve only one particular group of the company’s business users, whereas a 
CIF supports multiple business initiatives 

(4) uses a client identifier to gather a customer’s data, whereas a CIF does not have the 
capability to retrieve customer information by using a client identifier 


Answers to Practice Questions begin on page 63 


CHAPTER FOUR 


Customer Privacy 


Chapter Objectives 
After studying this chapter, you should be able to 


m List the benefits to customers and to financial services companies of the free flow of 
customer data 

Discuss customer concerns over the misuse of personal information 

Describe seven privacy principles 

List four directives of the Gramm-Leach-Bliley Act 

Outline steps to building a successful privacy program 


Outline of Major Topics 
A Balancing Act 
Benefits of Collecting and Sharing Information 
Privacy Concerns 
Privacy Principles 
Notice 
Consent 
Access 
Security 
Transfer 
Data Integrity 
Accountability 
Privacy Regulation 
European Union 
United States 
Self-Regulation 
Privacy Policies and Procedures 
Privacy Notices 
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Practice Questions 


1. Financial services companies engaged in CRM often share information about customers with 
affiliated organizations. From a company’s point of view, one effect of gathering and 
disseminating customer information is that it 


(1) increases a company’s marketing costs 

(2) reduces customer retention 

(3) reduces a company’s opportunities for cross selling 

(4) allows a company to evaluate and manage risk more efficiently 


2. For the following question, if answer choices (1) through (3) are all correct, select answer choice 
(4). Otherwise, select the one correct answer choice. 


A financial services company must be concerned with maintaining the privacy of a customer’s 
nonpublic personal information. Examples of nonpublic personal information include 
information gathered from 


(1) government records 

(2) consumer reporting agencies 
(3) telephone directories 

(4) all of the above 


3. The following statement(s) can correctly be made about opt-in and opt-out consent requirements 
that the United States government imposes on financial services companies: 


A. A typical opt-out requirement specifies that a financial services institution may not 
disclose nonpublic personal information to nonaffiliated third parties unless the customer 
explicitly gives the financial services institution permission to do so. 

B. Compared to opt-in requirements, opt-out requirements are generally regarded as more 
stringent with respect to protecting privacy. 


(1) Both A and B 
(2) A only 

(3) B only 

(4) Neither A nor B 


* * * * * * 


Questions 4 and 5 are matching questions. Beside each question number is a description of a privacy 
principle. From the following answer choices, choose the term that matches each description. 


(1) Access 
(2) Notice 
(3) Accountability 
(4) Data integrity 


4. This principle deals with providing a customer with information about when, how, and to whom 
the customer’s nonpublic personal information will be disclosed. 


5. This principle refers to allowing a customer the right to review and correct his or her personal 
information. 
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The privacy principle of security concerns the physical, technical, and procedural measures a 
company takes to prevent the loss, wrongful disclosure, or theft of customers’ personal 
information. One method of network security a financial services company can use to protect its 
computer system is a firewall, which is, by definition, a 


(1) system that limits damage to or a loss of data from theft, fire, or flood 

(2) disaster recovery plan in the form of back-up copies of software programs and data 

(3) device that sits between a company’s internal network and the outside Internet and limits 
access into and out of the internal network, based on rules defined by the organization 

(4) method of converting data into a code that cannot be easily understood by unauthorized 
people 


Cultural differences among nations result in different expectations of privacy and varied 
approaches by governments to protecting it. The following statements are about privacy 
regulation in various countries. Select the response that contains the correct statement. 


(1) In Canada, privacy is regulated across all industries on a comprehensive basis, rather than 
on a sector-by-sector basis. 

(2) All countries currently have specific privacy protections in place. 

(3) United States privacy regulations are considered to be more stringent than the regulations 
of the European Union (EU). 

(4) As a result of the growth of international business through the Internet and other 
technologies, most countries are becoming less concerned about privacy regulation. 


In 1998, the European Union (EU) issued the Directive on Data Protection to address customer 
privacy within the EU. One true statement about this Directive is that it 


(1) is based on the belief that a customer must give unambiguous approval to a company to 
allow the company to process the customer’s data 

(2) specifies that data gathered within the countries of the EU can be freely exported to any 
countries outside the EU 

(3) is issued on a voluntary basis and the countries that make up the EU are not obligated to 
pass laws to implement the Directive 

(4) specifies that a customer who has given approval to a company to process his or her data 
has automatically agreed to allow the company to share that data 


One piece of United States federal legislation that has had a major impact upon the protection of 
customers’ privacy is the Health Insurance Portability and Accountability Act (HIPAA) of 1996. 
One characteristic of HIPAA is that the Act generally 


(1) prohibits individuals from accessing their medical records and requesting corrections on 
those records 

(2) requires healthcare providers to obtain an individual’s written consent to use health 
information for purposes of treatment, payment, or healthcare operations 

(3) prohibits a healthcare provider from placing restrictions on access to and use of an 
individual’s health information 

(4) is designed to require health insurers to disclose their policies for obtaining and sharing 
customers’ nonpublic personal information at the beginning of the relationship and at least 
annually thereafter 
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In the United States, the Gramm-Leach-Bliley (GLB) Act of 1999 allowed banks, securities 
firms, and insurance companies to affiliate in financial holding company systems and to share 
customer information, and it also set forth several privacy directives. One effect of the privacy 
directives of the GLB Act is that the Act 


(1) amends the Fair Credit Reporting Act 

(2) prohibits financial institutions from transmitting any personal information about customers 
to third parties 

(3) prohibits financial institutions from sharing account numbers with nonaffiliated third 
parties for marketing purposes 

(4) regulates the sharing of information between a financial institution and its affiliates 


In the United States, the GLB Act provides for the functional regulation of financial institutions. 
By definition, functional regulation is the principle that 


(1) all financial activities should be regulated by the federal government 

(2) all financial activities should be regulated by the state governments 

(3) a financial institution can be subject to only one regulator, regardless of the various types 
of financial activities in which the institution engages 

(4) similar financial activities should be regulated by a single regulator, regardless of which 
type of financial institution engages in the activity 


The following statements are about privacy policies and procedures. Select the response that 
contains the correct statement. 


(1) Internet privacy seal programs such as TRUSTe and BBBOnLine are most helpful for 
large, established companies that already have established privacy policies and procedures 
on the Internet. 

(2) Because all subsidiary financial companies within a large holding company perform the 
same functions with the same data, one enterprisewide privacy policy typically is most 
practical for the entire holding company system. 

(3) The GLB Act requires that a privacy notice given to a customer must include a description 
of the company’s policies and practices with respect to protecting the confidentiality and 
security of nonpublic information. 

(4) Privacy notices provided to customers generally are most effective if they are written in 
legal jargon, rather than in plain English. 


Answers to Practice Questions begin on page 63 


CHAPTER FIVE 


Customer Strategies 


Chapter Objectives 
After studying this chapter, you should be able to 


m™ Describe the general process for developing customer strategies 


= Discuss the importance of calculating lifetime value and segmenting customers according to 
their lifetime value 


@ Explain how analytical techniques contribute to the development of customer strategies 
m Explain ways to tier customer service 
m™ State how and why financial services firms test their customer strategies 


Outline of Major Topics 
Overview of Customer Strategies 
Categories of Customer Strategies 
Defining the Customer 
Customer Segmentation 
Segmentation by Lifetime Customer Value 
Segmentation Challenges 
Customer Analysis 
Online Analytical Processing (OLAP) 
Data Mining 
Predictive Modeling 
Developing Strategies 
Customer Strategy Development Participants 
Typical Elements of Customer Strategies 
Testing and Feedback 
Executing Customer Strategies 
Automated Decision Making 
Just-in-Time Marketing 
Executing a Marketing Campaign During a Customer Service Inquiry 


Executing Complete Strategies 
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Practice Questions 


l. 


Customer strategies can be categorized as retention, marketing, acquisition, development, and 
customer service strategies. By definition, customer strategies that state how to deepen 
relationships with current customers and maximize the profitability of the relationships are 


(1) retention strategies 

(2) marketing strategies 
(3) acquisition strategies 
(4) development strategies 


The following individuals have relationships with the Stardust Life Insurance Company: 


¢ Angela Hammond is the beneficiary of a life insurance policy issued by Stardust 
¢ George Truman is a captive insurance agent for Stardust 
¢ Diedre Stenzel is a broker who occasionally places business with Stardust 


With respect to whether Stardust considers these individuals to be its customers, Stardust most 
likely considers 


(1) all of these individuals to be its customers 

(2) Ms. Hammond and Mr. Truman to be its customers, but not Ms. Stenzel 
(3) Mr. Truman and Ms. Stenzel to be its customers, but not Ms. Hammond 
(4) Ms. Hammond to be its customer, but not Mr. Truman or Ms. Stenzel 


Determine whether the following statement is true or false: 


In general, the most important characteristic by which to segment customers is lifetime customer 
value (LTV). 


(1) True 
(2) False 


Helena Lang, the manager of the call center at Figtree Financial Services, subscribes to a belief 
known as Pareto’s Principle. This information indicates that Ms. Lang most likely believes that 


(1) all of a financial services company’s customers, whether they are low- or high-profit, 
should be treated equally 

(2) a company’s low-profit customers subtract more from the company’s bottom line than the 
company’s high-profit customers add to it 

(3) 80 percent of a company’s profits are generated by 20 percent of its customers 

(4) a company’s high-profit customers generally account for more than 100 percent of the 
company’s profits 
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PrettyPenny Financial Services uses a value matrix that shows possible combinations of current 
and potential value for its customers. The four panels of the basic value matrix for PrettyPenny’s 
customers are as follows: 


* Panel 1: Low current value and low potential value 
* Panel 2: Low current value and high potential value 
* Panel 3: High current value and low potential value 
* Panel 4: High current value and high potential vaiue 


PrettyPenny placed one of its customers, Jocelyn Hogarth, in Panel 3. This information indicates 
that PrettyPenny views Ms. Hogarth as 


(1) currently profitable with significant future potential 

(2) currently profitable but unlikely to become more valuable in the future 
(3) not currently profitable and unlikely to become valuable in the future 
(4) not currently profitable but likely to become profitable in the future 


The foilowing statement(s) can correctly be made about online analytical processing (OLAP): 


A. OLAP is an example of a backward-looking analytic 
B. One advantage of OLAP is that it typically indicates why a particular problem happened 
and what corrective action to take 


(1) Both A and B 
(2) A only 

(3) B only 

(4) Neither A nor B 


By definition, the computer-assisted process of mathematically representing a phenomenon or 
occurrence with a series of equations or relationships is known as 


(1) data mining 

(2) online analytical processing (OLAP) 
(3) predictive modeling 

(4) an algorithm 


Companies typically use a team approach to develop customer strategies. A typical customer 
strategy team consists of 


A. A business specialist 

B. A data analyst 

C. A business unit manager 
D. A statistician 


(1) All of these 

(2) A, B, and C only 
(3) B, C, and D only 
(4) A and C only 
(5) B and D only 
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9. Mass customization can correctly be defined as 


(1) a type of marketing in which a company designs a single product and a single, generic 
message to appeal to all of its potential customers 

(2) the high-level personalizing of product offerings and service delivery on a large scale 

(3) a type of marketing that is based on specific and typically life-altering incidents that affect 
customers 

(4) the marketing that occurs during a transaction that is already in progress and that is based 
on that transaction 


10. The Galactic Money Corporation uses a strategy in which only the basic needs of its low-value 
customers are met, whereas its high-value customers receive entitlements such as personal 
bankers and financial planners. This information indicates that Galactic uses a type of 


(1) tiered service strategy known as fee variance 

(2) tiered service strategy known as service variance 
(3) real-time service strategy known as fee variance 

(4) real-time service strategy known as service variance 


11. Cross selling and up selling have become part of the fundamental customer strategy for most 
financial services companies engaging in CRM. The following statement(s) can correctly be 
made about examples of cross selling and up selling: 


A. One example of cross selling is offering an asset management account to a customer 
inquiring about a traditional brokerage account 

B. One example of up selling is offering disability insurance to a customer who has purchased 
a life insurance policy 


(1) Both A and B 
(2) A only 

(3) B only 

(4) Neither A nor B 
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CHAPTER SIX 


Channel Strategies 


Chapter Objectives 
After studying this chapter, you should be able to 
m Define customer contact, and explain the importance of customer contacts to customer 
relationship management 


m Discuss typical goals for customer channels 


m™ Describe the types and general attributes of customer channels used by financial services 
companies 


= Describe elements of customer contact strategies that help financial services firms achieve 
their channel goals 


Outline of Major Topics 

Customer Contacts 
Inbound and Outbound Customer Contacts 
Customer Contact Participants 

Overview of Customer Channels 
Types of Channels 
Channel Uses 
Channel Attributes 

~ Channel Goals 

Ample Channel Choice 
Consistency of Customer Contacts 
Complementary Channels 
First-Contact Resolution 
Channel Expense Management 
Reliable Channels 
Secure Channels 
Clear and Timely Responses 
Collect Information of Each Interaction 
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Elements of Channel Strategies 
Integrate Customer Channels with Each Other and the Back Office 
Move from Call Centers to Customer Contact Centers 
Blend Self-Service with Human Assistance 
Align Channel Usage with Customer Profitability 
Organize Channels Effectively 
Merge Sales and Service 
Implement Security Measures 


Practice Questions 


1. Use the following information about customer contacts at the Aqua Life Insurance Company to 
answer this question: 


¢ Situation A: Kyle Hildreth, an Aqua policyowner, telephoned the company with a question 
about his policy 

¢ Situation B: Aqua e-mailed information to its agents about a new annuity that it plans to 
offer 


From the answer choices below, select the response that correctly indicates whether Situation A 
and Situation B represent inbound or outbound customer contacts. 


Situation A Situation B 
(1) inbound inbound 
(2) inbound outbound 
(3) outbound outbound 
(4) outbound inbound 


2. Determine whether the following statement is true or false: 


A customer service representative (CSR) is any person, including a sales representative, who 
provides support to customers face to face or through communications media, such as the 
telephone, e-mail, Web chat, or facsimile. 


(1) True 
(2) False 


3. For this question, if answer choices (1) through (3) are all correct, select answer choice (4). 
Otherwise, select the one correct answer choice. 


Typical customer channels used by financial services companies include intermediaries under 
contract with a company, a company’s Web site, and electronic mail (e-mail). Of these channels 
examples of channels that are typically used for inbound and outbound customer contacts 
include 


> 


(1) intermediaries under contract with a company 
(2) a company’s Web site 

(3) electronic mail 

(4) all of the above 
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Two of the typical customer channels used by financial services companies are kiosks and 


branch offices. Of these two channels, the ones that are used mainly for inbound customer 
contacts are 


(1) both kiosks and branch offices 
(2) kiosks, but not branch offices 
(3) branch offices, but not kiosks 
(4) neither kiosks nor branch offices 


Determine whether the following statement is true or false: 


Customer contacts via the Web, telephone, branch office, and agent occur in real time, and the 
processing of transactions through these channels always occurs in real time. 


(1) True 
(2) False 


The following statement(s) can correctly be made about human-assisted interactions and self- 
service interactions: 


A. Self-service interactions are customer contacts that are provided through information- 
sharing systems, such as the Web, kiosks, and automated phone systems 

B. At most companies, the volume of human-assisted interactions is higher than the volume 
of self-service interactions 


(1) Both A and B 
(2) A only 

(3) B only 

(4) Neither A nor B 


For years, the Axiom Life Insurance Company has relied on a commission-based sales force of 
agents and brokers to sell its products. Recently, Axiom introduced a company Web site to 
supplement its traditional sales and enable its sales force to sell more efficiently and provide 
better customer care. So far, Axiom has found that, overall, its traditional sales force and 
company Web site complement one another. However, Axiom has found that sales from the 
company Web site are displacing sales from the traditional sales force. With respect to whether 
Axiom is experiencing channel conflict and channel cannibalism in this situation, it is correct to 
say that Axiom is most likely experiencing 


(1) both channel conflict and channel cannibalism 
(2) channel conflict, but not channel cannibalism 
(3) channel cannibalism, but not channel conflict 
(4) neither channel conflict nor channel cannibalism 


One type of routing strategy that a company may use is CSR profile routing, which can correctly 
be defined as routing 


(1) according to customer information stored in a company’s databases 

(2) to the personal representative of the customer or to the specific CSR who last assisted the 
customer 

(3) to a CSR who possesses the skill or combination of skills needed to handle the customer 
contact most effectively 

(4) according to a specified service level for a customer segment 
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Elaine Bessett, a variable life insurance policyowner with the Omega Life Insurance Company, 
visited Omega’s Web site in order to obtain information about her policy. Ms. Bessett typed the 
following question in a search field on Omega’s Web site: “How do I check the performance of 
the separate account funds in my variable life insurance policy?” Omega’s system then 
employed a kind of software that compared the content of Ms. Bessett’s question with a . 
knowledge base linked to the Web site. The software then attempted to decipher the question and 
used decision rules to produce an answer to the question. In this situation, the software that 
Omega employed is most likely an example of 


(1) clickstream data 

(2) universal queuing 

(3) natural language technology 

(4) online analytical processing (OLAP) 


Answers to Practice Questions begin on page 63 


CHAPTER SEVEN 


CRM Infrastructure: 
Processes, People, and 
Architecture 


Chapter Objectives 
After studying this chapter, you should be able to 


m State the components of the CRM infrastructure 


m™ Describe why an evaluation of customer-facing business processes is necessary in order to 
implement CRM strategies 


= Explain how new business processes can affect the types of skills needed by customer-facing 
employees 
m= Describe the components of the CRM architecture 


Outline of Major Topics 

Overview of CRM Infrastructure 

CRM Processes 
Characteristics of Effective CRM Processes 
Business Process Review and Improvement 

_ The Role of People 

Desired Skills and Attitudes for CRM 
Employee Acquisition, Retention, Motivation, and Training 
Bridging the Gap Between Information Services and Business Units 

CRM Architecture 
Components of CRM Architecture 
The Challenges of CRM Architecture 
Integration 
Desired Characteristics of CRM Architecture 
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Practice Questions 


1. An effective CRM business process involves both process owners and process users. The 
following statement(s) can correctly be made about process owners and process users: 


A. An effective CRM process typically has more than one process owner 
B. The term “process user” refers to a company representative who carries out the operation 
of a business process 


(1) Both A and B 
(2) A only 

(3) B only 

(4) Neither A nor B 


2. With respect to whether a financial services company should include process users and 
customers in a typical business process review, it is generally correct to say that it is essential to 
include in a business process review 


(1) both process users and customers 
(2) process users, but not customers 
(3) customers, but not process users 
(4) neither process users nor customers 


3. One component of the technical architecture for CRM is a large, powerful computer that handles 
client requests for data, e-mail, file transfers, and other network services. By definition, this 
component is a 


(1) platform 
(2) browser 
(3) server 


(4) prototype 


4. Data architecture is the element of the CRM architecture that provides a plan for organizing and 
accessing information in the company’s databases. The data architecture describes both the 
logical and physical view of data. With respect to these two views of data, it is correct to say that 
the 


(1) logical view of data is the computer’s view of the data 

(2) logical view of data is determined by the way in which people expect to use the data 

(3) physical view of data includes the names that should be used to identify the data elements 
that should be included in database records 

(4) physical view of data is the user’s concept of how the data should be presented by an 
information system 


5. The application architecture component of CRM architecture provides a logical separation of 
three specific types of processing-the user interface, the business logic, and the data services. 
The purpose of the user interface is to 


(1) control the way that the business logic accesses data stored in the company’s databases 

(2) present people with a friendly, functional link with the rest of the computer network 

(3) validate and process data according to programmed company or industry-specific business 
rules 

(4) distribute application processing between clients and a server 
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Many financial services firms have distributed their processing by using a type of 
application architecture that separates data services and/or business logic onto multiple 
servers. This type of application architecture is known as 


(1) a client/server architecture 
(2) a two-tier architecture 

(3) a real-time architecture 

(4) an n-tier architecture 


Determine whether the following statement is true or false: 


Whereas an open architecture is a CRM architecture whose specifications follow officially 
approved standards from public agencies, a closed architecture is a CRM architecture that 
follows standards from privately designed architectures whose specifications are made public by 
the designers. 

(1) True 

(2) False 


° 
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CHAPTER EIGHT 


CRM Implementation 


Chapter Objectives 
After studying this chapter, you should be able to 


Discuss the typical members and responsibilities of a CRM implementation team 
Explain the elements and purpose of an implementation plan 

State some general considerations when a company chooses a CRM software application 
Discuss the strategies a company can employ when converting from old systems and 
processes to new systems and processes 

List some of the ways companies can manage the changes brought on by a CRM 
implementation 

Explain some of the difficulties of implementing CRM across multiple countries 


Outline of Major Topics 
Critical Factors for Successful Implementation 
CRM Implementation Team 
Implementation Plan 
Selecting Technology 


Build, Buy, or Lease a Software Application? 


Installation and Testing 


Testing 
Prototyping 


Systems and Data Integration 


Systems Integration 
Data Integration 


CRM Conversions 


Direct Conversion 
Parallel Conversion 
Phased Conversion 
Pilot Conversion 


Training and Education 


The ABCs of Training and Education 
Training and Education Plan 


Chapter 8 — Practice Questions 


Change Management 
End User Involvement 
Communication 
Post Implementation Monitoring 
Implementing CRM Across Multiple Locations 
Global CRM Implementation 
General Implementation Strategy 


Practice Questions 


(5 


Determine whether the following statement is true or false: 
The majority of CRM initiatives fail. 


(1) True 
(2) False 


Generally speaking, a CRM implementation team includes 


A. End users from all affected areas 
B. An executive sponsor 

C. A legal or compliance expert 

D. A project manager 


(1) All of these 

(2) A, B, and D only 
(3) B, C, and D only 
(4) A and D only 
(5) B and C only 
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A CRM implementation plan actually consists of a series of smaller plans, each one focusing on 


one aspect of the implementation. One type of plan specifies how to manage post- 


implementation continuing education of all affected employees. This type of plan is known as 


(1) a technology plan 

(2) an integration plan 

(3) an ongoing maintenance plan 
(4) a support plan 
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Specific types of tests used to determine the effectiveness of CRM systems and processes 
include: 


¢ Unit testing 

¢ Integration testing 
* Acceptance testing 
* System testing 


Of these types of tests, the one which ensures that new programs can interact with other major 
applications and that data flows efficiently and error-free from one application to the next is 


(1) unit testing 

(2) integration testing 
(3) acceptance testing 
(4) system testing 


The following statement(s) can correctly be made about the importance of systems and data 
integration in CRM implementation: 


A. In the process of implementing a new CRM system, most financial services companies 
completely eliminate their legacy systems 

B. Integration at the systems level allows different software applications to communicate so 
that they can work together and share common data and other resources 


(1) Both A and B 
(2) A only 

(3) B only 

(4) Neither A nor B 


CRM conversions are managed according to one of four strategies: 


¢ Pilot conversion 

¢ Parallel conversion 
¢ Phased conversion 
¢ Direct conversion 


Of these types of CRM conversions, the one that is typically the riskiest is the 


(1) pilot conversion 
(2) parallel conversion 
(3) phased conversion 
(4) direct conversion 


The paragraph below contains an incomplete statement. Select the answer choice containing the 
term that correctly completes the statement. 


CRM-specific training and education cover three broad areas: attitude, behavior, and cognition. 
The objective of training and education is to enable employees to gain a business 
understanding of CRM, such as specific aspects of the customer and channel strategies and a 
customer-centric corporate culture. 


(1) attitudinal 
(2) behavioral 
(3) cognitive 
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Pedigree Financial Services is offering the following types of training and education 
programs to help its employees understand its new CRM system: 


* Program A: An online learning program 
¢ Program B: A mentoring program 
¢ Program C: An on-the-job program 


Of these programs, examples of formal training and education programs include 


(1) all of these programs 

(2) Program A and Program B, but not Program C 
(3) Program B and Program C, but not Program A 
(4) Program C, but not Program A or Program B 


Answers to Practice Questions begin on page 63 
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CHAPTER NINE 


Measuring the Success of CRM 


Chapter Objectives 
After studying this chapter, you should be able to 


m= Explain why measuring the success of CRM is important 

= Explain why the methods used to measure traditional operating performance do not work 
well with CRM 

m™ Describe the general methodology for measuring the success of CRM 

@ Discuss some metrics used in measuring CRM 


Outline of Major Topics 
The Importance of Measuring the Success of CRM 
Difficulty of Measuring CRM Success 
Traditional Measures of Corporate Initiatives 
Traditional Measures of Sales and Service Performance 
Problems of Evaluating CRM with Traditional Measures 
CRM Measurement Methodologies 
Return on Investment (ROT) 
Measurement of Customer Satisfaction 
Measurement of Customer Loyalty 
Measurement of Customer Profitability 
Precautions When Establishing a Measurement Methodology 
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Practice Questions 


i 


The following statements are about three common measurement methods that take into account 
a corporate project’s projected cost and benefit streams: net present value (NPV), internal rate of 
return (IRR), and payback period. Three of the statements are true, and one of the statements is 
false. Select the answer choice that contains the FALSE statement. 


(1) NPV, IRR, and payback period are generally inadequate measures for evaluating CRM. 

(2) Generally, the lower the net present value of a project, the more attractive the project. 

(3) In order for a proposed project to be acceptable for the level of risk it represents, the 
project’s estimated IRR must exceed the company’s required IRR for the project. 

(4) In general, the shorter the payback period of a project, the less risky the project. 


The following paragraph contains an incomplete statement. Select the answer choice containing 
the term that correctly completes the statement. 


One traditional measure of corporate initiatives involves calculating the , which is 
the percentage rate at which a project’s earnings must be discounted, using present value 
techniques, in order to exactly repay the company’s initial investment in the project. 


(1) net present value (NPV) 

(2) return on investment (ROT) 
(3) internal rate of return (IRR) 
(4) payback period 


To evaluate its sales and service performance, the Naylor Financial Services Company measures 
the amount of time necessary to complete a customer-initiated transaction. From the answer 
choices below, select the response that correctly identifies the type of measure that Naylor is 
using and whether this measure is a form of quantitative data or qualitative data. 


Type of measure Quantitative or qualitative? 
(1) turnaround time quantitative 
(2) turnaround time qualitative 


(3) first-contact resolution rate quantitative 
(4) first-contact resolution rate qualitative 


As part of its review of its customer service system, the Barrington Financial Services 
Corporation measured the average length of time that its customers must stay on the telephone 
before receiving assistance. Barrington then compared this average to the industry standard to 
see where Barrington stands in the market relative to the competition. In this situation, 
Barrington measured its 


(1) wait time against an industry standard called a baseline 

(2) wait time against an industry standard called a benchmark 

(3) call abandonment rate against an industry standard called a baseline 
(4) call abandonment rate against an industry standard called a benchmark 
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The paragraph below contains two pairs of terms enclosed in parentheses. Determine which term 
in each pair correctly completes the paragraph. Then select the answer choice containing the two 


terms that you have chosen. 


One measure that financial services companies use to evaluate their sales and service 
performance is (wallet share / market share), which is the percentage of industry sales earned by 
a particular company or product. This measure (is / is not) a reliable indicator of customer 


loyalty. 


(1) wallet share / is 

(2) wallet share / is not 
(3) market share / is 

(4) market share / is not 


Leonard Sung purchased a life insurance policy to fulfill his need to protect his children 
financially in the event of his premature death. The factors, or drivers, behind Mr. Sung’s 
perception of the insurance policy’s value can be categorized as follows: product usability 
drivers, service strategy drivers, service environment drivers, and service delivery drivers. The 
capacity of the insurance policy to satisfy the essence of Mr. Sung’s need refers to the driver 
called the 


(1) product usability driver 
(2) service strategy driver 

(3) service environment driver 
(4) service delivery driver 


Many financial services companies measure and monitor recency and frequency as a means of 
measuring customer loyalty. In this context, recency refers to the 


(1) regularity of customer contacts with a company, and this measure includes contact initiated 
by the company 

(2) regularity of customer contacts with a company, and this measure excludes contact 
initiated by the company 

(3) last time a customer contacted the company, and this measure includes contact initiated by 
the company 

(4) last time a customer contacted the company, and this measure excludes contact initiated by 
the company 


The following statement(s) can correctly be made about a company’s measurement of customer 
wallet share: 


A. Wallet share is a factor in determining a customer’s lifetime customer value (LTV). 

B. A high or rising wallet share indicates a customer’s loyalty to a company. 

C. A customer’s actual product purchases, but not the customer’s product usage, determine 
wallet share. 

D. One benefit of wallet share as a loyalty indicator is that it reflects whether a customer is 
truly loyal or falsely loyal. 


(1) All of these statements are true 

(2) Only statements B, C, and D are true 
(3) Only statements A and B are true 

(4) Only statements B and C are true 
(5) Only statement A is true 
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9. The following statements are about a company’s measurement of customer profitability and 
lifetime customer value (LTV) calculations. Three of the statements are true, and one of the 
statements is false. Select the answer choice that contains the FALSE statement. 


(1) A company can measure customer profitability only if it can itemize the costs of selling to 
and supporting each customer. 

(2) LTV incorporates factors such as a customer’s age, lifecycle stage, occupation, and 
income. 

(3) A common means of calculating LTV is to add the costs of acquiring and servicing a 
customer to the revenue generated by that customer. 

(4) Ensuring a consistent approach to the calculation of LTV and understanding the relative 
difference between customer values are more important than achieving absolute certainty 
with each calculation. 


10. The following statements are about three measurements of lifetime customer value: current 
value, potential value, and historical value. Select the answer choice that contains the correct 
statement. 


(1) A customer’s potential value is defined correctly as the value of all expected transactions 
between the company and the customer, assuming the existing customer behavior pattern 
remains the same. 

(2) For CRM purposes, a customer’s current and potential value are of more concern than his 
or her historical value. 

(3) The calculation of current value depends on the company’s product portfolio combined 
with customer characteristics. 

(4) The calculation of potential value depends on how the company measures the value of past 
transactions and how the company identifies each customer’s position on the purchase 
lifecycle. 
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CHAPTER TEN 


Data Management 


Chapter Objectives 
After studying this chapter, you should be able to 


Describe what is meant by data management 

List and discuss some of the challenges of managing data in a CRM environment 
Explain the general steps involved in integrating data from disparate sources 
Understand how data warehouses can be used in data management 

Describe data ownership, and discuss the data ownership hierarchy 


Outline of Major Topics 
What is Data Management? 
Data Challenges 
Data Volume 
Data Myopia 
Data Quality 
Data Integration and Sharing 
Data Ownership 
Converting Unstructured Information into Structured Information 
Integrating Data 
Determine Data to Integrate and Why 
Data Profiling 
Implementing an Architecture for Integration 
Extract, Transform, and Load 
Data Warehousing 
Data Warehouse Evolution 
Challenges and Disadvantages of Data Warehouses 
Data Marts 
Metadata Management 
Developing a Data Management Program 
Data Ownership Hierarchy 
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Practice Questions 


Questions 1 through 3 are matching questions. Beside each question number is a definition of an 
activity that typically takes place as part of an organization’s data management program. From the 
following answer choices, choose the term that best matches each definition. 


(1) Data validation 

(2) Data integration 

(3) Data profiling 

(4) Data standardization 
(5) Data scrubbing 


l= the process of achieving agreement on common data definitions, representations, and structures 
to which all data layers must conform 


2. The process of determining the personality, characteristics, and potential of data 


3. The process of determining whether data from disparate source systems is accurate and usable 


* * * * * * 


4. A well-conceived data management program serves four main functions: timeliness, availability, 
accuracy, and security of data. By definition, data that is organized in such a way that it can be 
easily located and retrieved when needed is said to be 


(1) timely 
(2) available 
(3) accurate 
(4) secure 


5. One characteristic of high quality data is precision, which refers to the 


(1) extent to which data represents what it is supposed to represent 

(2) fineness of detail in the portrayal of data 

(3) extent to which available data fulfills the task at hand 

(4) extent to which the age of data is appropriate for the task and the user 


6. Determine whether the following statement is true or false: 


A company’s inability to identify profitable customers and deepen relationships with them as a 
result of poor data carries a steep opportunity cost, which is the benefit or advantage foregone as 
the result of the acceptance of an alternative. 


(1) true 
(2) False 


7. Two ways of viewing data in an organization are a vertical view of data and a horizontal view of 
data. The type of view that best helps an organization fulfill CRM objectives is a 


(1) vertical view of data, which cuts across product, departmental, or channel boundaries 

(2) vertical view of data, which associates a piece of data with one department, product line, or 
customer channel 

(3) horizontal view of data, which cuts across product, departmental, or channel boundaries 

(4) horizontal view of data, which associates a piece of data with one department, product line, 
or customer channel 
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Use the following information to answer questions 8 through 10. 


The Orondo Financial Services Corporation stores its customer data in a front-end customer 
information file (CIF). Orondo uses the extract, transform, and load (ETL) process to pull data from 
various sources and load it into the CIF. Data cleansing is one of the activities that Orondo performs 
as part of the ETL process. To govern the protection and use of data, Orondo has a data ownership 
hierarchy that includes the following individuals: 


* Charles Garcia is a strategic-level person who devises and implements programs to ensure 
the most economic and effective use of data assets. He establishes enforcement policies 
and programs for managing data as a strategic corporate resource. 


* Paulina Skor is a tactical-level person who carries out the programs designed by 
Mr. Garcia. Her responsibilities include analyzing and improving data quality; 
maintaining, documenting, and communicating data definitions; maintaining and 
updating business rules; and resolving data integration issues. 


8. From the answer choices below, select the response that correctly identifies the roles of 
Mr. Garcia and Ms. Skor in Orondo’s data ownership hierarchy. 


Mr. Garcia Ms. Skor 
(1) data owner data administrator 
(2) data steward data administrator 


(3) data administrator data steward 
(4) data administrator data owner 


9. With respect to CIF design, under the front-end approach, Orondo’s customer data is captured, 
maintained, and managed by the 


(1) CIF, and the CIF copies customer information to Orondo’s administrative systems 

(2) CIF, and the CIF does not copy customer information to Orondo’s administrative systems 

(3) administrative systems within Orondo, and the administrative systems copy customer 
information to the CIF 

(4) administrative systems within Orondo, and the administrative systems do not copy 
customer information to the CIF 


10. When Orondo performs the activity known as data cleansing, Orondo is engaging in the process 
of 


(1) determining whether data from disparate source systems is accurate and usable, and this 
activity is typically performed as part of the data extraction process 

(2) determining whether data from disparate source systems is accurate and usable, and this 
activity is typically performed as part of the data transformation process 

(3) searching for and correcting inconsistencies, duplications, and redundancies in data, and 
this activity is typically performed as part of the data extraction process 

(4) searching for and correcting inconsistencies, duplications, and redundancies in data, and 
this activity is typically performed as part of the data transformation process 
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In a data management program, the descriptions of data fields and the data relationships in a 
specific database are known as 


(1) data definitions 

(2) data services 

(3) metadata 

(4) analytical databases 


The following paragraph contains an incomplete statement. Select the answer choice containing 
the term that correctly completes the statement. 


A data management program helps ensure the smooth integration of customer data from various 
sources. Typical data sources include sources, which consist of an 
organization’s transaction processing systems, product administration systems, and the databases 
that support them. 


(1) analytical 
(2) three-tier 
(3) third-party 
(4) operational 


The following statements are about data warehouses and data marts. Three of the statements are 
true, and one of the statements is false. Select the answer choice that contains the FALSE 
statement. 


(1) A data warehouse relieves individual databases from having to store large amounts of.data. 

(2) A data warehouse requires bringing data together into one physical location. 

(3) Data generated by new customer transactions must continually be fed back into a data 
warehouse so that the data warehouse remains fresh and accurate. 

(4) A data warehouse addresses the needs of an entire organization, whereas a data mart is 
designed to address a specific function or department’s needs. 
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CHAPTER ELEVEN 


CRM Systems 


Chapter Objectives 
After studying this chapter, you should be able to 


State the goals of CRM systems 

Describe the five components of a complete CRM system 

Discuss three subcategories of customer interaction management technologies 
Discuss the differences between “push” Web technologies and “pull” technologies 
Describe the purpose of workflow management technologies 

List the types of tools that are used for customer decision support 

Define middleware and understand its importance in integrating the components of a 
CRM system 


Outline of Major Topics 
Overview of CRM Systems 
Goals of a CRM System 
CRM System Components 
Customer Interaction Management 
Contact Center Technologies 
Web Technology 
Extranets and Intranets 
Wireless Devices 
Workflow Management 
Customer Decision Support 
Types of Decision Support Tools 
Artificial Intelligence (AI) 
Decision Support Trends 
Clickstream Analysis 
Customer Information Management 
Systems Integration 
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Practice Questions 


ie 


One type of CRM technology that financial services companies use is hardware, which is best 
defined as the 


(1) computer programs that govern the operation of a computer 

(2) organized collections of data records stored in related files 

(3) equipment used to perform input, processing, and output activities 

(4) groups of interconnected computers and computer devices that enable electronic 
communication 


Four components of a comprehensive CRM system are the systems integration component, the 
customer information management component, the customer interaction management 
component, and the customer decision support component. By definition, the customer 
information management component consists of technology that 


(1) helps facilitate effective contacts between a company and its customers 

(2) enables a company to develop a single, cross-divisional customer view by integrating 
customer data from different sources and distributing the information within the 
organization 

(3) enables the integration of different software components with each other and with existing 
line-of-business applications 

(4) enables managers, analysts, and front-line employees to analyze information and make 
decisions about customers 


For this question, select the answer choice containing the terms that most appropriately complete 
blanks A and B in the paragraph below. 


The customer interaction management component of a CRM system includes three 
subcategories: content management, contact management, and channel management. The 
primary function of the A management component is to retain details of customer 
contacts across multiple channels, while the B management component manages 
the actual messages and information that a company and its representatives exchange with 
customers through the various channels. 


A B 
(1) content contact 
(2) contact content 
(3) contact channel 
(4) channel content 


When Colette Ardant called the Elm Street Bank to find out the balance of her checking account, 
her telephone call was answered by an automated system. A recorded message prompted 

Ms. Ardant to use her touch-tone telephone keypad to enter her account number. The system 
guided Ms. Ardant through a recorded menu of options, and she was able to obtain the desired 
information without speaking to a bank representative. In this situation, Elm Street provided 

Ms. Ardant with information about her account through a form of computer/telephony 
integration (CTI) known as 


(1) enterprise application integration (EAT) 
(2) an expert system 

(3) speech recognition technology 

(4) interactive voice response (IVR) 
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E-mail management software is an important type of contact center technology. Functions that 
e-mail management programs generally perform include 


A. Tracking the handling of each e-mail message from receipt to resolution 
B. Using natural language technology to analyze the content of each e-mail message, compare 


it to a knowledge base, and prepare automated responses 


(1) Both A and B 
(2) A only 

(3) B only 

(4) Neither A nor B 


The Regatta Financial Corporation uses Internet technology to provide customized securities 
information to Web customers who specify their preferences for the type of information that 
interests them. Regatta delivers the information to each customer’s computer by means of a Web 
browser. Most Internet technologies can be classified as pull technologies or push technologies. 
The type of Internet technology that Regatta is using in this situation is known as 


(1) pull technology, and one benefit of this technology is that the transmission of pulled 
material increases the speed at which the customer’s computer can perform 

(2) pull technology, and one limitation of this technology is that the transmission of pulled 
material can reduce the speed at which the customer’s computer can perform 

(3) push technology, and one benefit of this technology is that the transmission of pushed 
material increases the speed at which the customer’s computer can perform 

(4) push technology, and one limitation of this technology is that the transmission of pushed 
material can reduce the speed at which the customer’s computer can perform 


The paragraph below contains two pairs of terms enclosed in parentheses. Determine which term 
in each pair correctly completes the paragraph. Then select the answer choice containing the two 
terms that you have chosen. 


By definition, (wireless application protocol / collaborative Web browsing) is a technology that 
allows two parties to meet on a Web site, communicate with each other, and explore the site 
together in real time. For example, when a customer with a complex question contacts a 
customer service representative using online chat, the representative can guide the customer’s 
Web browser through the site and share presentations, graphic charts, and other information that 
provides assistance in answering the question. Representatives who use this type of technology 
typically spend (more / less) time per interaction than they do with regular telephone calls. 


(1) wireless application protocol / more 
(2) wireless application protocol / less 
(3) collaborative Web browsing / more 
(4) collaborative Web browsing / less 


The following paragraph contains an incomplete statement. Select the answer choice containing 
the term that correctly completes the statement. 


In a CRM system, systems integration tools typically make use of , which is defined as 
any programming that serves to tie together or mediate between two separate and usually already 
existing programs. 


(1) artificial intelligence (AI) 
(2) screen scraping 

(3) metadata 

(4) middleware 
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More and more financial services companies have the ability to interact with customers while 
they are browsing the companies’ Web sites. One typical feature of collaborative Web browsing 
systems is Web chat, which is best defined as technology through which a 


(1) customer and a customer service representative (CSR) use an Internet connection to pass 
voice data 

(2) customer can connect instantly to a customer contact center and initiate an interaction with 
a CSR over the Web using a text-based “instant message” system 

(3) customer who has access to a regular telephone line as well as the Internet requests a 
telephone call from a CSR while interacting over the Web 

(4) CSR gives a customer a universal resource locator (URL) where the two parties can meet 
and use other software to communicate 


The paragraph below contains two pairs of terms enclosed in parentheses. Determine which term 
in each pair correctly completes the paragraph. Then select the answer choice containing the two 
terms that you have chosen. 


Some financial services companies have tools available on their Web sites that allow customers 
to run analytical programs on their investment portfolios to help plan for the future. By 
definition, (online analytical processing / account aggregation) is the ability to bring together on 
one Web site all of a customer’s financial information across all the customer’s accounts, 
(including / excluding) information from other financial institutions. 


(1) online analytical processing / including 
(2) online analytical processing / excluding 
(3) account aggregation / including 
(4) account aggregation / excluding 


For this question, if answer choices (1) through (3) are all correct, select answer choice (4). 
Otherwise, select the one correct answer choice. 


Wireless technologies are gaining increasing importance for customer interaction management. 
Examples of wireless devices include 


(1) laptop computers 

(2) cellular telephones 

(3) personal digital assistants (PDAs) 
(4) all of the above 


The following paragraph contains an incomplete statement. Select the answer choice containing 
the term that correctly completes the statement. 


Many wireless devices that offer a connection to the Internet follow a , which is a set 
of rigidly applied rules that ensures uniformity in the way in which a technology is engineered 
or used. 


(1) protocol 

(2) stylus 

(3) platform 

(4) neural network 
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The paragraph below contains two pairs of terms enclosed in parentheses. Determine which term 
in each pair correctly completes the paragraph. Then select the answer choice containing the two 
terms that you have chosen. 


Workflow management software is generally divided into two broad classes: production 
workflow and documentation workflow. (Production / Documentation) workflow ensures that the 
right person performs the right task in the right sequence. These workflow tools are driven by a 
(hub / workflow engine), which is the component in a workflow automation program that knows 
all the procedures, all the steps in each procedure, and all the rules for each step. 


(1) Production / hub 

(2) Production / workflow engine 

(3) Documentation / hub 

(4) Documentation / workflow engine 


Financial services companies use statistical analysis tools to analyze various kinds of data. A 
statistical technique that is used to estimate the relationships between variables for the purpose 
of predicting future values is known, by definition, as 


(1) regression analysis 
(2) factor analysis 

(3) cluster analysis 

(4) clickstream analysis 


. The following statements are about three categories of customer decision support tools: data 


mining, online analytical processing (OLAP), and statistical analysis. Three of the statements are 
true, and one of the statements is false. Select the answer choice that contains the FALSE 
statement. 


(1) One benefit of data mining tools is that data mining models are easy to construct. 

(2) Data analysts use OLAP to test the relevance of a theory, whereas they apply data mining 
to a problem in hopes that the results might suggest an answer. 

(3) Two applications of statistical analysis that companies generally use for segmentation are 
factor analysis and cluster analysis. 

(4) Statistical analysis tools help summarize alternatives and options in the decision-making 
process. 


A goal of many financial services analysts is to analyze customers’ clickstreams (movements 
from page to page) through a company’s Web site. The following statement(s) can correctly be 
made about clickstream analysis: 


A. Clickstream analysis is an inexpensive technique for analyzing customer activity during a 
Web site visit 

B. One challenge of clickstream analysis is that raw clickstream data typically must be 
gathered from multiple servers 


(1) Both A and B 
(2) A only 

(3) B only 

(4) Neither A nor B 
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This section consists of a full, 75-question 
sample examination. The internal directions are 
the same as you can expect to encounter when 
you sit for your examination, except that any 
reference to an answer sheet is omitted in the 
sample examination. In addition, the sample 
examination does not contain a cover sheet that 
is standard with the regular examinations. 


The questions appearing in the sample 
examination appear in standard formats utilized 
in the LOMA examinations. Considered in its 
totality, the sample examination incorporates 
the same mix of question types and difficulties 
you can expect to see in the examination for 
which you sit. 


The sample examination represents a very close 
approximation to the level of test difficulty that 
you can expect to encounter when you sit for 
your examination. Since its question mix is also 
representative, the sample examination provides 
you with a good opportunity to approximate 
your overall level of preparation for the regular 
examination. Your overall score on the sample 
examination should be within three points, plus 
or minus, of the score that you could reasonably 
expect to achieve with the same level of 
preparation on the regular examination. 


You should take the sample examination only 
after you have completed your study with the 
course materials and the practice questions in 
this publication. 


Circle the number of your chosen response for 
each question. At the end of the sample 
examination is an answer key and text references 
list. You should avoid consulting the answer key 
and text references list until you have completed 
the sample examination. Put yourself in a 
realistic test-room situation, allowing yourself 
up to three hours to answer all the questions, 
using the test-taking methodology outlined in 
the introduction to this guide. Then grade your 
responses according to the answer key. Using 
the course materials and text references, look up 
the answers to any questions you answered 
incorrectly. 


If your overall score on the sample examination 
is only marginal, you have a reasonably reliable 
indication of the need for more review. After all, 
given the representative difficulty level of the 
sample examination, it is unwise to believe that 
there will be a radically different result on the 
regular examination. Use whatever preparation 
time remaining to you before the regular 
examination to bolster your chances of passing, 
and even of making a perfect score. 
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This examination contains 75 objective questions. Each question is valued at 1.3333 points. For each 
question, circle the number of the answer choice you select. 


1. The following statements are about customer relationship management (CRM). Select the 
answer choice that contains the correct statement. 


(1) Customer satisfaction is the end goal of CRM. 

(2) A company’s payback on the initial investment in a CRM project is usually immediate. 

(3) CRM is difficult to achieve without technology that typically requires substantial up-front 
costs. 

(4) CRM is the exclusive task of the customer service department. 


2. One type of CRM technology that financial services companies use consists of computer 
programs that govern the operation of a computer. By definition, this type of technology is called 


(1) hardware 
(2) software 
(3) databases 
(4) networks 


3. The paragraph below contains two pairs of terms enclosed in parentheses. Determine which term 
in each pair correctly completes the paragraph. Then select the answer choice containing the two 
terms that you have chosen. 


One category of information typically found in a comprehensive customer profile is 
(demographic / psychographic) data, which includes characteristics that describe a customer’s 
personality, social class, interests, and lifestyle. This type of data is generally (factual / 
inferred). 


(1) demographic / factual 
(2) demographic / inferred 
(3) psychographic / factual 
(4) psychographic / inferred 


4. The following paragraph contains an incomplete statement. Select the answer choice containing 
the term that correctly completes the statement. 


One concept that is important for CRM is , which refers to the storage and 
availability of information in an organization in such a way that the people who need information 
have access to it. 


(1) desktop knowledge 
(2) collective memory 
(3) information overload 
(4) transaction processing 


Sample Examination 71 


Some advanced decision support technologies make use of artificial intelligence (AI). One AI 
application consists of systems that simulate intelligence by attempting to reproduce the types of 
physical connections that occur in human brains. These systems are known as 


(1) neural networks 
(2) middleware 

(3) workflow engines 
(4) integration servers 


Cornelia Adair, a group insurance broker, obtained proposals from several health insurance 
companies to provide health insurance coverage to employees of the Rialto Corporation. 

Ms. Adair presented the proposals to Rialto, which then selected the Derby Health Insurance 
Company to be its group heaith insurance provider. Rialto’s employees must pay the entire 
amount of the health insurance premiums. From the answer choices below, select the response 
that correctly identifies the party that is the buyer and the party that is the intermediary in this 
situation. 


Buyer Intermediary 
(1) Rialto Derby 
(2) Rialto Ms. Adair 
(3) Ms. Adair Rialto 


(4) Rialto’s employees Ms. Adair 


As part of its CRM initiative, the Bradford Corporation established a CRM steering committee. 
Patrick Holden is the project sponsor who authorized the CRM project. If Bradford’s steering 
committee possesses the characteristics of a typical CRM steering committee, it is most likely 
correct to say that 


(1) Bradford’s steering committee is an example of a focus group 

(2) all of the committee members work in functions that interact directly with customers 

(3) Mr. Holden is a technology executive rather than a business unit executive 

(4) the committee contains management and non-management members from functions 
throughout Bradford 


One important member of a CRM implementation team is the project manager. Typically, a 
project manager is a 


(1) senior-level executive who understands the concept and value of CRM and has the capacity 
to drive the implementation forward by providing financial resources, human resources, 
and other support 

(2) middle-level business unit manager who can coordinate the team’s activities, identify and 
direct the resources needed for implementation, and communicate equally well with 
company executives, business unit specialists, and technical staff 

(3) technical expert who will work with business specialists to design, program, launch, and 
support the new information systems associated with CRM 

(4) financial manager who will oversee the budgets and spending associated with the CRM 
implementation 
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Use the following information to answer questions 9 through 13. 


When Nolan Day called the Carriage Bank to obtain information about opening a checking account, 
his telephone call was answered by an automated system. A recorded message prompted Mr. Day to 
use his touch-tone telephone keypad to respond to a menu of options. Mr. Day entered “2” to be 
transferred to a representative for information on checking accounts. Using intelligent routing, 
Carriage’s telephone system routed Mr. Day’s telephone call to Isabel Russo, a customer service 
representative who specializes in finding the appropriate Carriage products to meet new customers’ 
financial needs. 


By interacting with Mr. Day, Ms. Russo discovered that he does not own any other Carriage products, 
and that the amount of money he wants to deposit requires a more sophisticated financial product than 
a basic checking account. Consequently, Mr. Day accepted Ms. Russo’s offer to invest in an asset 
management account, which is a combination of a money market account, brokerage account, 
checking account, and credit card. During the interaction, Ms. Russo collected relevant information 
about Mr. Day and entered it into Carriage’s information system. The information will be stored in an 
integrated customer information file (CIF). 


9. The automated system that answered Mr. Day’s telephone call is a form of computer/telephony 
integration (CTI) known as 


(1) an enterprise application integration (EAI) system 
(2) speech recognition technology 

(3) an application service provider (ASP) 

(4) an interactive voice response (IVR) system 


10. Using intelligent routing, Carriage’s telephone system routed Mr. Day’s call to the representative 
who possessed the skills needed to handle Mr. Day’s request most effectively. In this situation, 
Carriage used a routing strategy best described as 


(1) CSR profile routing 

(2) last-CSR routing 

(3) service-level routing 
(4) database-driven routing 


11. Two types of customer contacts are inbound customer contacts and outbound customer contacts. 
Mr. Day’s interaction with Carriage in this situation is an example of an 


(1) inbound customer contact, which is also called a reactive contact 
(2) inbound customer contact, which is also called a proactive contact 
(3) outbound customer contact, which is also called a reactive contact 
(4) outbound customer contact, which is also called a proactive contact 


12. By promoting an asset management account to Mr. Day, who had called Carriage to open a 
checking account, Ms. Russo engaged in a customer strategy known as 


(1) event-driven marketing 
(2) cross selling 

(3) up selling 

(4) tiered servicing 


Sample Examination 73 


13. In Carriage’s integrated CIF, customer data is captured, maintained, and managed by the 


(1) CIF, and the CIF replicates customer data to the administrative systems within Carriage 

(2) CIF, and the CIF does not replicate customer data to the administrative systems within 
Carriage 

(3) administrative systems within Carriage, and the CIF replicates customer data to the 
administrative systems 

(4) administrative systems within Carriage, and the CIF does not replicate customer data to the 
administrative systems 


* * * * * * 


14. During CRM implementation, a company conducts tests using test data that attempt to simulate 
all conditions that would arise during normal business operations. One specific category of tests 
involves conducting tests requested by end users. This type of testing, which ensures that the 
processes and system meet end users’ requirements, is best described as 


(1) unit testing 

(2) system testing 

(3) acceptance testing 
(4) integration testing 


15. Each of the following statements describes a company’s business philosophy. Select the answer 
choice that best describes a company that is following a customer-centric philosophy. 


(1) The Avenue Financial Services Group focuses on designing financial products and then 
finding customers for its products. 

(2) The Carlyle Bank focuses on understanding its customers’ needs and then building products 
to fill those needs. 

(3) The Devon Financial Corporation focuses on doing whatever its customers want and giving 
its customers the most value for the least cost. 

(4) The Grayson Assurance Company focuses on identifying its competitors and then designing 
product features to make its products superior to its competitors’ products. 


16. A company may use either a centralized application architecture or a decentralized application 
architecture in its CRM architecture. Compared to a centralized application architecture, a 
decentralized application architecture 


(1) makes it more difficult for many users to share work, information, and resources 

(2) affects the entire system if one application or component needs to be upgraded or replaced 
(3) increases the complexity of the network structure 

(4) allows for excellent security because all processing is handled in one location 
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The paragraph below contains two pairs of terms enclosed in parentheses. Determine which term 
in each pair correctly completes the paragraph. Then select the answer choice containing the two 
terms that you have chosen. 


In general, customer relationship management is carried out through (an open-loop / a closed- 
loop) process containing four broad phases: capture, analyze, plan, and interact. The capture and 
interaction phases can be considered (analytical / operational) aspects of CRM and include all 
processes that generate customer data and involve interactions with customers. 


(1) an open-loop / analytical 
(2) an open-loop / operational 
(3) aclosed-loop / analytical 
(4) a closed-loop / operational 


Common measurement methods that take into account a corporate project’s projected cost and 
benefit streams are net present value (NPV), internal rate of return (IRR), and payback period. 
The following statements are about these methods. Select the answer choice that contains the 
correct statement. 


(1) Generally, the lower the NPV of a project, the more attractive the project. 

(2) In order for a proposed project to be acceptable for the level of risk the new project 
represents, the project’s estimated IRR must not exceed the company’s required IRR for the 
project. 

(3) In general, the shorter the payback period of a project, the less risky the project. 

(4) NPV, IRR, and payback period are useful measures for evaluating CRM. 


The paragraph below contains two pairs of terms enclosed in parentheses. Determine which term 
in each pair correctly completes the paragraph. Then select the answer choice containing the two 
terms that you have chosen. 


Before implementing a CRM strategy, a financial services company will conduct a (situation 
analysis / cost/benefit analysis), which is defined as an analysis of internal and external 
environmental factors that influence the company’s decision and ability to implement CRM. As 
part of this analysis, the company also considers its (SWOT statement / core value proposition), 
which is the company’s central statement to its customers and employees about the value or 
worth of its offerings. 


(1) situation analysis / SWOT statement 

(2) situation analysis / core value proposition 
(3) cost/benefit analysis / SWOT statement 

(4) cost/benefit analysis / core value proposition 


Nonpublic personal information is information about a customer that a financial services 
company collects in connection with providing a financial product or service to the customer. 
Sources of nonpublic personal information include 


(1) government records 

(2) telephone directories 

(3) consumer reporting agencies 
(4) public records 
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Questions 21 and 22 are matching questions. Beside each question number is a definition of a privacy 
principle that guides businesses as they attempt to balance data needs with customer privacy 
protection. From the following answer choices, choose the term that best matches each definition. 


(1) Data integrity 
(2) Accountability 
(3) Access 

(4) Database security 


21. This principle refers to allowing customers the right to review and correct their personal 
information 


22. This principle refers to the steps a company takes to ensure that the data collected is reliable, 
accurate, complete, and current 


* * * * * * 


23. Using customer-focused metrics to evaluate company performance is a trait of customer-centric 
organizations. One customer-centric measure is wallet share, which is best defined as 


(1) a company’s rate of customer satisfaction 

(2) the percentage of a customer’s business on a particular type of product that the customer 
places with a company 

(3) the economic benefit of the relationship with a customer calculated over time 

(4) a company’s degree of success in generating profits and increasing the value of the 
company 


24. The following statements describe individuals who are employees of the Whitney Financial 
Services Corporation: 


* Aidan Neal is a human resources employee who trains new customer service 
representatives 

* Carmen Garcia is a compliance specialist who monitors and manages Whitney’s risk 
exposures 

* Michael Chin is a sales agent who markets Whitney’s individual annuity products 


With respect to Whitney’s functional activities, it is correct to say that a front-office function is 
performed by 


(1) all of these employees 

(2) Mr. Neal and Mr. Chin only 
(3) Mr. Neal only 

(4) Mr. Chin only 
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25. The following statements are about two types of customer contacts: self-service interactions and 
human-assisted interactions. Select the answer choice that contains the correct statement. 


(1) Self-service interactions are typically more costly than are human-assisted interactions. 

(2) At most companies, the volume of human-assisted interactions is higher than the volume of 
self-service interactions. 

(3) The careful merging of self-service and human-interaction channels is necessary to prevent 
channel conflict, which is correctly defined as a situation in which sales from a new 
distribution channel displace sales from an existing distribution channel. 

(4) For low-value customers, self-service channels are appropriate for both routine transactions 
and complex transactions. 


26. Companies measure and monitor recency and frequency as a means of measuring customer 
loyalty. In this context, frequency refers to the 


(1) last time a customer contacted the company, and this measure includes contact initiated by 
the company 

(2) last time a customer contacted the company, and this measure excludes contact initiated by 
the company 

(3) regularity of customer contacts with a company, and this measure includes contact initiated 
by the company 


(4) regularity of customer contacts with a company, and this measure excludes contact initiated 
by the company 


27. For this question, select the answer choice containing the terms that most appropriately complete 
blanks A and B in the paragraph below. 


An organization-wide CRM architecture consists of three main components: technical 


architecture, data architecture, and application architecture. The A architecture 
provides a logical separation of three specific types of processing: the user interface, the business 
logic, and the data services. The type of processing known as B is a set of rules by 
which data is validated and processed. 

A B 


(1) technical user interface 
(2) technical business logic 
(3) data data services 
(4) application business logic 


28. 


Zo; 


30. 
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Sabrina Clay telephoned the Porter Bank to inform the bank that her last name had changed as a 
result of her recent marriage. The customer service representative who handled the telephone call 
updated Ms. Clay’s comprehensive customer profile to show that her marital status had changed 
from single to married. With respect to types of customer information, in this situation, the 
information that the Porter customer service representative entered in Ms. Clay’s customer 
profile can be correctly categorized as 


(1) factual, structured information 

(2) factual, unstructured information 
(3) inferential, structured information 
(4) inferential, unstructured information 


The following statements are about three methods of storing customer information: customer 
information files (CIFs), data warehouses, and data marts. Select the answer choice that contains 
the correct statement. 


(1) CIFs are used primarily for analytical purposes, rather than for operational purposes. 

(2) One unique benefit of CIFs is that they store data acquired from external data sources, 
whereas data warehouses store only data extracted from a company’s operational systems. 

(3) One unique benefit of data warehouses is that they centralize customer information that is 
contained in various operational databases, whereas CIFs store data in multiple databases 
that are not linked. 

(4) A data mart is designed to address a specific function or department’s needs, whereas a 
data warehouse addresses the needs of an entire organization. 


For this question, select the answer choice containing the letter that correctly completes the 
incomplete statement below. 


Consider the current value and potential value of four customers of the Winston Financial Group, 
as illustrated by the following value matrix: 


Low High 
POTENTIAL VALUE 


Each of these four customers in the value matrix represents a distinct goal and strategy. For 
example, Customer currently is not profitable, but he could become profitable with 
successful reengineering of the customer relationship. Winston’s goal for this customer should be 
to improve his profitability. 


(1) A 
(2) B 
(3) C 
(4) D 
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The following statements describe the customer strategies of four companies. Select the answer 
choice that correctly describes a company’s use of mass customization. 


(1) The Aragon Life Insurance Company is designing a single product and a single, generic 
message to appeal to all of its potential customers. 

(2) The Starry Financial Corporation uses a form of marketing that occurs during a transaction 
that is already in progress and that is based on that transaction. 

(3) The Hearth Bank is using its customer information to modify existing products and 
services to meet the needs of specific customer groups. 

(4) The Lanier Financial Services Company provides a consistent level of service to all 
customers from the same infrastructure, but varies the fees for the service based on 
customers’ profitability to Lanier. 


The principle of security concerns the physical, technical, and procedural measures a company 
takes to prevent the loss, wrongful disclosure, or theft of customers’ personal information. One 
security measure is the conversion of data into a code that cannot be easily understood by 
unauthorized people. This form of security is known as 


(1) privacy marking 
(2) firewalling 
(3) decryption 
(4) encryption 


The following statements are about a company’s use of customer information and comprehensive 
customer profiles. Three of the statements are true, and one of the statements is false. Select the 
answer choice that contains the FALSE statement. 


(1) A company’s use of customer information to identify the company’s best current customers 
has important implications for acquiring new customers. 

(2) The benefits of a comprehensive customer profile apply to customers other than the end 
consumers of a company’s products. 

(3) A company can use a comprehensive customer profile to analyze customers’ information 
and past behaviors and forecast future behavior and customer preferences. 

(4) A comprehensive customer profile should include information about only those interactions 
that involve business transactions between the company and the customer. 


The following statements are about three analytical techniques used in the financial services 
industry: online analytical processing (OLAP), data mining, and predictive modeling. Three of 
the statements are true, and one of the statements is false. Select the answer choice that contains 
the FALSE statement. 


(1) OLAP is a useful tool for revealing why particular problems have occurred and for 
suggesting ways to resolve the problems. 

(2) Data mining is much more complex than OLAP, which is a relatively simple analysis of 
business transactions. 

(3) The goal of predictive modeling is to forecast outcomes, such as the likelihood of a 
customer defaulting on a loan, surrendering an insurance policy, or accepting a particular 
product offering. 

(4) Predictive modeling is the computer-assisted process of mathematically representing a 
phenomenon or occurrence with a series of equations or relationships. 
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Raj Singh saw an advertisement for the Mulberry Financial Network, and he contacted Mulberry 
to inquire about its retirement savings plans. Mr. Singh agreed to meet with Esther Levin, a 
financial planner at Mulberry. During their meeting, Ms. Levin conducted a needs analysis to 
help Mr. Singh understand his financial needs for retirement and select an appropriate savings 
plan. Mr. Singh decided to invest in an individual retirement account. After Mulberry set up the 
account, Ms. Levin delivered the contract to Mr. Singh. The customer experience cycle consists 
of five stages, including the transact stage. In this situation, the event that best illustrates the 
transact stage of the customer experience cycle occurred when 


(1) Mr. Singh became aware of Mulberry through an advertisement 

(2) Mr. Singh contacted Mulberry to inquire about its products and agreed to meet with a 
Mulberry financial planner 

(3) Ms. Levin conducted an analysis of Mr. Singh’s financial needs for retirement 


(4) Mulberry set up the individual retirement account and Ms. Levin delivered the contract to 
Mr. Singh 


The following statements describe third-party information sources that the Preston Bank uses to 
collect customer information: 


* Source A is a college alumni association that provides Preston with membership data so 
that Preston can offer the association members credit cards branded with the members’ 
college name 

¢ Source B is a securities firm that provides Preston with information from its customer 
database because both companies are subsidiary companies in the same financial holding 
company arrangement 


With respect to types of third-party information sources, it is correct to say that Source A is an 
example of 


(1) an affiliated financial organization, and Source B is an example of a third-party marketer 

(2) a consumer reporting agency, and Source B is an example of an affiliated financial 
organization 

(3) an affinity group, and Source B is an example of an affiliated financial organization 

(4) a third-party marketer, and Source B is an example of an affinity group 


Two ways of viewing data in a company are a vertical view of data and a horizontal view of data. 
Consider the following examples with respect to whether each one illustrates a vertical view or a 
horizontal view of data: 


¢ Example A: The Flatrock Bank has compiled a list of all customers who have savings 
accounts with Flatrock 

¢ Example B: Flatrock has compiled a list of all Flatrock savings account holders and all of 
the other Flatrock products that each customer owns 


With respect to the view of data that each of these examples represents, it is correct to say that 


(1) both examples illustrate a vertical view of data 

(2) both examples illustrate a horizontal view of data 

(3) example A illustrates a vertical view of data, and example B illustrates a horizontal view of 
data 

(4) example A illustrates a horizontal view of data, and example B illustrates a vertical view of 
data 
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38. Four component parts of a comprehensive CRM system are the customer decision support 
component, the systems integration component, the customer information management 
component, and the customer interaction management component. By definition, the customer 
decision support component consists of technology that 


(1) enables managers, analysts, and front-line employees to analyze information and make 
decisions about customers 

(2) helps facilitate effective contacts between a company and its customers 

(3) enables a company to develop a single, cross-divisional customer view by integrating 
customer data from different sources and distributing the information within the 
organization 

(4) enables the integration of different software components with each other and with existing 
line-of-business applications 


39. Inthe financial services industry, several factors are converging to drive firms toward 
implementing CRM. The following statements are about these factors. Select the answer choice 
containing the correct statement. 


(1) In general, customers are more satisfied now with the service they receive than they were in 
the past. 

(2) The commoditization of financial services products means that consumers are able to 
distinguish one company from another based on product features and price. 

(3) Financial services companies today can easily identify all of their competitors. 

(4) Customers tend to compare the level and customization of service provided by financial 
services firms to that of other service providers. 


40. There are a number of federal laws in the United States that serve to protect customers’ privacy. 
For example, one piece of United States federal legislation prevents the federal government from 
gaining access to consumers’ records from financial institutions except under certain conditions 
and circumstances. This federal legislation is known as the 


(1) Fair Credit Reporting Act of 1970 

(2) Directive on Privacy 

(3) Right to Financial Privacy Act of 1978 
(4) ABA Guidelines 


41. One type of customer channel used by financial services companies is a public booth for 
dispensing information or providing a computer-related service, usually via an interactive 
television interface. This customer channel is known, by definition, as a 


(1) kiosk, and it is used mainly for inbound customer contacts 

(2) kiosk, and it is used mainly for outbound customer contacts 

(3) customer contact center, and it is used mainly for inbound customer contacts 
(4) customer contact center, and it is used mainly for outbound customer contacts 
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42. A CRM implementation plan typically consists of several smaller plans, each one focusing on 
one aspect of the implementation. With respect to plan focus, the type of plan known as an 
integration plan is designed to 


(1) show how new CRM systems and data will be merged with legacy systems and with 
business partners’ systems 

(2) illustrate how a company intends to inform employees and business partners about the 
status of the implementation 

(3) describe the CRM information system components and whether they will be developed in- 
house, purchased, or leased 

(4) specify how to manage post-implementation continuing education of all affected 
employees 


43. Two types of CRM architecture are open architecture and closed architecture. With respect to 
these characteristics of CRM architecture, it is correct to say that 


(1) the design of an open architecture is proprietary rather than based on established standards 

(2) an open architecture allows an organization to use a combination of products from different 
manufacturers to create a customized system 

(3) the specifications of a closed architecture follow generally accepted and implemented 
standards 

(4) a closed architecture simplifies expansion and helps large companies reuse technology 
across the multiple locations of an organization 


44. The paragraph below contains two pairs of terms enclosed in parentheses. Determine which term 
in each pair correctly completes the paragraph. Then select the answer choice containing the two 
terms that you have chosen. 


The principle of consent pertains to asking customers for approval to share their personal 
information with third parties that are not affiliated with the financial services company. Consent 
generally comes in the form of an opt-out or opt-in requirement imposed by the government. 
With an (opt-out / opt-in) requirement, financial services institutions may not disclose nonpublic 
personal information to nonaffiliated third parties unless the customer explicitly gives the 
financial services institution permission to do so. Of the two types of requirements, (opt-out / 
opt-in) requirements are generally regarded as more stringent with respect to protecting a 
customer’s privacy. 


(1) opt-out / opt-out 
(2) opt-out / opt-in 
(3) opt-in / opt-out 
(4) opt-in / opt-in 
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One way that the Scorpio Financial Corporation measures customer loyalty is by calculating the 
share of Scorpio’s current customers who choose to remain customers of Scorpio. When the rate 
exceeds performance standards, Scorpio rewards its employees with bonuses, awards, and 
recognition. From the answer choices below, select the response that correctly indicates the type 
of rate that Scorpio is calculating in this situation and whether Scorpio’s linking the rate to 
compensation is an example of a customer-centric employee incentive plan. 


Type of rate Is the incentive plan customer-centric? 
(1) customer attrition rate yes 
(2) customer attrition rate no 
(3) customer retention rate yes 
(4) customer retention rate no 


The paragraph below contains two pairs of terms enclosed in parentheses. Determine which term 
in each pair correctly completes the paragraph. Then select the answer choice containing the two 
terms that you have chosen. 


A company’s CRM architecture allows data that has been captured, cleaned, and stored to be 
analyzed. One element of the CRM architecture—the data architecture—organizes information 
in the company’s databases and describes both the logical and the physical view of data. The 
(physical / logical) view of data is the computer’s view of data. When analyzing data for CRM 
purposes, mathematicians and statisticians must design sophisticated models and algorithms. 
(A model / An algorithm) is a special method of solving a certain kind of problem, such as the 
repetitive calculations used to find the greatest common divisor of two numbers. 


(1) physical / A model 

(2) physical / An algorithm 
(3) logical / A model 

(4) logical / An algorithm 


CRM conversions are managed according to one of four strategies: direct conversion, parallel 
conversion, phased conversion, or pilot conversion. The type of conversion program that involves 
implementing a prototype of the new CRM system or process for a small group of users, a small 
section of the company, and/or a small group of customers, is known as a 


(1) direct program 
(2) parallel program 
(3) phased program 
(4) pilot program 
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48. One way that the Hardy Life and Health Insurance Company evaluates its sales and service 
performance is to measure the average length of time that customers must stay on the telephone 
before receiving assistance. This information indicates that Hardy measures 


(1) wait time, which is a form of quantitative data 

(2) wait time, which is a form of qualitative data 

(3) turnaround time, which is a form of quantitative data 
(4) turnaround time, which is a form of qualitative data 


49. The paragraph below contains two pairs of terms enclosed in parentheses. Determine which term 
in each pair correctly completes the paragraph. Then select the answer choice containing the two 
terms that you have chosen. 


Training and education are distinct, but related, activities. By definition, (training / education) 

is an act of preparation that leads to a skilled behavior. With regard to CRM-specific training and 
education, the objective of (behavioral / cognitive) training and education is to enable employees 
to gain a business understanding of CRM, such as specific aspects of the customer and channel 
strategies and a customer-centric corporate culture. 


(1) training / behavioral 
(2) training / cognitive 
(3) education / behavioral 
(4) education / cognitive 


50. For this question, select the answer choice containing the terms that most appropriately complete 
blanks A and B in the paragraph below. 


The customer interaction management component of a CRM system includes three 
subcategories: contact management, channel management, and content management. The 


purpose of A tools is to manage how and where customers interact with a company. 
The B component manages what is said, offered, and delivered during a customer 
contact, including images, pricing, and message text. 

A B 


(1) channel management content management 
(2) contact management content management 
(3) contact management channel management 
(4) content management contact management 
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Use the following information to answer questions 51 through 54. 


As the chief customer officer of the Dogwood Financial Corporation, Sophia Piro is ultimately 
responsible for the efficient and effective operation of Dogwood’s CRM process. Ms. Piro is 
conducting a business process review with the goal of reengineering business processes to produce 
more intelligent steps, an improved customer focus, decreased costs and increased revenue. As part of 
the review, Ms. Piro will study the tasks, procedural steps, required input and output information, and 
tools needed to accomplish each step in the business process. 


Ms. Piro formed a team of Dogwood employees to help her conduct the review. The team performed 
the following activities during the business process review: 


Activity A: Modeling current business processes 
Activity B: Gathering feedback about the current process 
Activity C: Identifying business process needs 

Activity D: Prioritizing business process needs 


As part of Activity C, the review team divided the desired customer business processes into two levels: 
realistic processes and ideal processes. One business process need identified by the team is the need 
for processes that work together to be smoothly continuous or uniform. 


51. From the following answer choices, select the response containing the terms that best describe 
Ms. Piro’s role with respect to Dogwood’s CRM process and the goal of the business process 


review. 
Ms. Piro’s role Goal of review 
(1) data steward gap analysis 
(2) data steward process improvement 
(3) process owner gap analysis 
(4) process owner process improvement 


52. The following paragraph contains an incomplete statement. Select the answer choice containing 
the term that correctly completes the statement. 


As part of the review, Ms. Piro will study the , which can be correctly defined as the 
tasks, procedural steps, required input and output information, and tools needed to accomplish 
each step in the business process. 


(1) knowledge base 
(2) workflow 

(3) work processes 
(4) decision rules 


53. With respect to the activities performed during the business process review, it would be 
appropriate for Dogwood’s customers to be involved during 


(1) Activities A, B, C, and D 
(2) Activities B, C, and D only 
(3) Activities B and C only 

(4) Activity A only 


54. 


55: 


56. 
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The paragraph below contains two pairs of terms enclosed in parentheses. Determine which term 


in each pair correctly completes the paragraph. Then select the answer choice containing the two 
terms that you have chosen. 


Dogwood’s review team divided the desired customer processes into two levels: realistic 
processes and ideal processes. (Realistic / Ideal) processes represent a process upgrade that is 
adequate to implement the desired customer and channel strategies. The team recognized the 


need for integrated processes to be (scalable / seamless), which is the quality of being smoothly 
continuous or uniform. 


(1) Realistic / scalable 
(2) Realistic / seamless 
(3) Ideal / scalable 
(4) Ideal / seamless 


* * ** ** * * 


More and more financial services companies have the ability to interact with customers while the 
customers are browsing the companies’ Web sites. One feature of collaborative Web browsing 
systems allows customer service representatives and customers to carry on a conversation via 
computer. The use of an Internet connection to pass voice data is known, by definition, as 


(1) escorted browsing 

(2) Voice over Internet Protocol (VoIP) 

(3) Web callback 

(4) wireless application protocol (WAP) callback 


The paragraph below contains two pairs of terms enclosed in parentheses. Determine which term 
in each pair correctly completes the paragraph. Then select the answer choice containing the two 
terms that you have chosen. 


Two measurements of lifetime customer value are current value and potential value. (Current / 
Potential) value can be defined correctly as the value of all expected transactions between a 
company and a customer, assuming the existing customer behavior pattern remains the same. The 
calculation of (current / potential) value depends on the company’s product portfolio combined 
with customer characteristics. 


(1) Current / current 
(2) Current / potential 
(3) Potential / current 
(4) Potential / potential 
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57. For this question, select the answer choice containing the terms that most appropriately complete 
blanks A and B in the paragraph below. 


The Fairfield Financial Solutions Company maintains a site on the World Wide Web. The 
computer that holds the documents on Fairfield’s Web site and makes them available to visitors 
who access the site is known as a A . When Sarah Leong visited Fairfield’s Web site 
recently, Fairfield’s A sent a data file to the software program that allows Ms. Leong to 
navigate the Internet. Fairfield will use this data file, which is known as B , to record 
Ms. Leong’s login data. When Ms. Leong returns to Fairfield’s Web site in the future, the data file 
will identify Ms. Leong so that she does not have to reenter her user name and password. 


ae) ee : Lee 
(1) Web server a cookie 
(2) Web server clickstream data 


(3) Web browser acookie 
(4) Web browser clickstream data 


58. The Financial Services Modernization Act, commonly known as the Gramm-Leach-Bliley Act 
(GLB Act), contains privacy directives designed to protect the privacy of consumers in the United 
States. With respect to the provisions of the GLB Act, it is correct to say that the GLB Act 


(1) regulates the sharing of information between a financial institution and its affiliates 

(2) provides for the functional regulation of financial institutions, which means that all 
financial institutions should be regulated by only the federal government rather than by 
state governments 

(3) requires all financial institutions to disclose their policies for obtaining and sharing 
customers’ nonpublic personal information at the beginning of a customer relationship and 
at least annually thereafter 

(4) amends the Fair Credit Reporting Act by providing an opportunity for customers to opt out 
of a company’s sharing “nontransaction” financial information, such as a credit report, with 
an affiliate 


59. The following statement(s) can correctly be made about customer contacts in a financial services 
company: 


A. Most customer contacts today are informative or administrative only 
B. Most customer contacts in a branch office of a financial services company are outbound 
contacts 


(1) Both A and B 
(2) A only 

(3) B only 

(4) Neither A nor B 
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60. The following statement(s) can correctly be made about customer segmentation by lifetime 
customer value (LTV): 


A. One principle of CRM is that a company should invest in customers in direct proportion to 
the estimated return they will provide the company 


B. By using LTV segmentation, companies must recognize that not all customers are equal 


(1) Both A and B 
(2) A only 

(3) B only 

(4) Neither A nor B 


61. After companies develop a business case for CRM, they typically form a team to guide the 
process of implementing the CRM initiative. The following statement(s) can correctly be made 
about a typical CRM implementation team: 


A. The implementation team is most likely the same team that developed the business case for 
CRM 


B. All team members will most likely work on the implementation project full time 


(1) Both A and B 
(2) A only 

(3) B only 

(4) Neither A nor B 


62. The Health Insurance Portability and Accountability Act (HIPAA) of 1996 is United States 
federal legislation that sets forth requirements that employer-sponsored group insurance plans, 
insurers, and managed care organizations must meet in providing individual and group health 
insurance. With respect to HIPAA provisions, it is generally correct to say 


A. That HIPAA requires healthcare providers to obtain an individual’s written consent to use 
health information for purposes of treatment, payment, or healthcare operations 
B. That HIPAA allows individuals to access their medical records and request corrections 


(1) Both A and B 
(2) A only 

(3) B only 

(4) Neither A nor B 


63. Data mining can be defined correctly as the process of 


(1) entering into a database measurable characteristics about a given population, including age, 
sex, marital status, and income level 

(2) selecting, exploring, and modeling large amounts of data to uncover previously unknown 
patterns for business advantage 

(3) capturing, storing, and managing customer data that supports the daily operations of a ° 
company 

(4) using surveys and other marketing research techniques to gather data about customer 
behavior, satisfaction, and preferences 
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64. The following paragraph contains an incomplete statement. Select the answer choice containing 
the term that correctly completes the statement. 


An essential aspect of a CRM implementation is , which can be defined correctly 
as a set of techniques that aid in the evolution, composition, and policy management of the 
design and implementation of a program or system. 


(1) change management 
(2) prototyping 

(3) programming 

(4) a relational model 


65. For this question, select the answer choice containing the terms that most appropriately complete 
blanks A and B in the paragraph below. 


Basic categories of customer strategies are acquisition, retention, development, marketing, and 
customer service strategies. A strategies can best be defined as those strategies that state 
how to build relationships that keep customers loyal to the business, while B 

strategies can best be defined as those strategies that state how to deepen relationships with 
current customers and maximize the profitability of the relationships. 


A B 
(1) Acquisition development 
(2) Development retention 
(3) Retention development 


(4) Customer service marketing 


* * * * * * 


Questions 66 and 67 are matching questions. Beside each question number is a description of a data 
management activity. From the following answer choices, choose the term that best matches each 
definition. 


(1) Data sourcing 
(2) Data profiling 
(3) Data integration 
(4) Data sharing 


66. The combining of data from different systems and locations, resulting in information 


67. The process of locating specific data from various internal and external sources 
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68. When developing customer strategies, a company should be aware of Pareto’s Principle, named 


69. 


70. 


TL 


for economist Vilfredo Pareto. In a customer relationship context, Pareto’s Principle states that 


(1) acompany’s high-profit customers account for more than 100 percent of its profits, while 
another segment of customers subtracts profit 

(2) 20 percent of the complaints that a company receives are generated by 80 percent of its 
customers 

(3) 80 percent of a company’s profits are generated by 20 percent of its customers 

(4) 20 percent of a company’s profits are generated by 80 percent of its customers 


Many financial services companies manage relationships with segments of customers and 
develop strategies for each segment. Four possible strategies for a specific customer segment are 
removal, reduction, expansion, and maintenance. The strategy that involves preserving the 
current relationship with customers in a segment is called 


(1) removal 

(2) reduction 
(3) expansion 
(4) maintenance 


The factors, or drivers, behind a customer’s perception of value can be categorized as follows: 
product usability drivers, service strategy drivers, service environment drivers, and service 
delivery drivers. One driver consists of everything that employees say and do when carrying out 
the service strategy. This driver, which includes employees’ skills, knowledge, accuracy, and 
attitude, is the 


(1) product usability driver 
(2) service strategy driver 

(3) service environment driver 
(4) service delivery driver 


Two elements of quality data are accuracy and precision, which are related but distinct 
characteristics. For example, if the balance of a customer’s bank account is $8,039, data 
indicating that the account balance is approximately $8,000 would be considered 


(1) both accurate and precise 
(2) accurate, but not precise 
(3) precise, but not accurate 
(4) neither accurate nor precise 
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One statistical analysis tool that financial services companies use is cluster analysis, which is 
best defined as a statistical classification technique for 


(1) grouping together different entities according to their similarity with regard to specific 
attributes 

(2) estimating the relationships between variables for the purpose of predicting future values 

(3) bringing together on one Web site all of a customer’s financial information across all his 
accounts, including those from other financial institutions 

(4) analyzing interrelationships among a large number of variables and explaining these 
variables in terms of their common underlying dimensions 


Most Internet technologies can be classified broadly as pull technologies or push technologies. 
The type of Internet technology that allows information to be delivered directly to a user who 
subscribes to it, instead of requiring the user to look for the information on an Internet site, is 
known as 


(1) pull technology, and the transmission of pulled material increases the speed at which the 
customer’s computer can perform 

(2) pull technology, and the transmission of pulled material can reduce the speed at which the 
customer’s computer can perform 

(3) push technology, and the transmission of pushed material increases the speed at which the 
customer’s computer can perform 

(4) push technology, and the transmission of pushed material can reduce the speed at which the 
customer’s computer can perform 


By definition, the process of monitoring the effectiveness of customer channels to increase 
customer loyalty is known as 


(1) customer development 
(2) cost/benefit analysis 
(3) channel management 
(4) functional regulation 


The following statements are about steps that a company can take to prepare for developing and 
implementing a CRM strategy. Select the answer choice that contains the correct statement. 


(1) To become customer-centric, a company should adopt a product silo infrastructure. 

(2) When a company establishes a business case for CRM, the business case should quantify 
business opportunities as much as possible. 

(3) As long as a company has executive-level buy-in, the company can successfully engage in 
CRM without the support of front-line employees. 

(4) Ifa company adds an executive position known as the chief customer officer to oversee 
customer acquisition, development, and retention, the chief customer officer should not be 
held accountable for profits and losses. 


END OF EXAMINATION 
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_ STUDENT SURVEY ON PCS 393 


We want to make this course and its study materials the best they can be. Please 
help us by completing the following survey and returning it by mail or faxing it to: 


LOMA, Education Division 

Suite 600, 2300 Windy Ridge Parkway 
Atlanta, GA 30339-8443 

Attention: PCS 393 Student Survey 
Fax (770) 984-0441 


Questions 1-7 refer to the TPG for PCS 393. 


1. In preparing for the examination for this course, what percentage of the TPG did you 
complete? 


CL) 100% 875% (150% L) 25% 110% 


2. How did you use the TPG? (Please check all responses that apply.) 
LJ Reviewed the Chapter Objectives for each chapter 
() Familiarized myself with the Outline of Major Topics for each chapter 
LL) Completed the Practice Questions 
L) Took the Sample Examination in paper form 
L) Took the software version of the Sample Examination as a timed exam 


LJ Completed the software version of the Sample Examination in which | received 
feedback on my answer choices 


LJ Other (please describe) 


3. How helpful was the TPG to your learning of the material? 
C) Very helpful L) Somewhat helpful CJ Not at all helpful 


4. What features of the TPG were most helpful to you? 


5. What features of the TPG were least helpful to you? 
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What could we do to make the TPG better? 


Overall, the TPG’s thoroughness in covering the material in the text Customer 
Relationship Management was 


() Too thorough QO) About right QO) Not thorough enough 


Questions 8-14 refer to the software included in the TPG. (Note: if you did not 
use the software, please skip to question 15.) 


8. 


10. 


Tle 


12: 


13. 


In terms of ease of use, | found that using the Interactive Study Aid software was 
L) Very easy U) Easy UL) About average Q) Difficult ) Very difficult 


| used the Interactive Study Aid software at 
L) Home UO Office U Both 


Does your company allow use of LOMA-provided software at the office? 
UO Yes LU) No 


What do you think would make the software easier to use? 


What do you like the most about the Interactive Study Aid software? 


What do you like the least about the Interactive Study Aid software? 


14. 
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What features does the software currently lack that you would like to see added? 


Questions 15-18 refer to the textbook Customer Relationship Management. 


sy 


1 


18. 


The textbook’s writing style was 


CI Very easy L} Somewhat easy QO About QO Difficultto UO Very difficult to 
to understand to understand average understand understand 


. Please rate the following features of the textbook in terms of their helpfulness to you as a 


student: 

Very helpful ©Somewhat heipful Not helpful 
Chapter objectives U) U) Q) 
Insights (articles, etc.) Q Q) QO 


What additional topics should be covered in future editions of the text? 


What comments do you have about the text’s content, design, or educational value? 


Questions 19-20 refer to your preparation for this course’s examination. 


19: 


20. 


How did you prepare for the LOMA examination for this course? (Check all that apply.) 
UL) Self-study LJ Studied with others UL) Attended formal classes 


Approximately what percentage of the textbook did you read in preparation for the exam? 
LO) 100% O) 75% L} 50% UO 25% L) 0% 
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Questions 21-25 are demographic questions. 


rel I 


Bes 


23. 


24. 


In what part of your company do you work? 
L) Home Office LL) Regional Office ) Agency/Branch Office 


What is your job level? 
U) Administrative/Clerical LJ Supervisor/Manager 
Q) Technical/Professional UL) Officer/Executive 


In what functional area of your company do you work? 


Q) Accounting/Auditing QO) Legal 

Q) Actuarial U) Marketing 

QO) Administrative Services L) Policy Issue 

Q) Claim Administration UO) Systems/Information Resources 
CJ Customer/Policyowner Service Q) Underwriting 

UO) H.R./Personnel/Training UL) Investments 

U) Other 


With what type of product(s) or financial service(s) do you primarily work? 
U) Individual (Ordinary) Life Insurance 

CJ Individual Health—Medical Expense Insurance 
U) Individual Health—Disability Income Insurance 
UL) Credit Life or Disability Insurance 

L) Group Life Insurance 

L) Group Health—Medical Expense Insurance 

UL) Group Health—Disability Income Insurance 

UL) Individual Annuities/Individual Retirement Plans 
UL) Managed Care Plan/Program 

UL) Mutual Funds, Limited Partnerships, Real Estate 
UL) Pension Plans 

C) Other 
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25. How would you classify the type of company you work for? (Select one.) 
) Life/Health Insurance Company (Ordinary/Group) 
() Property/Casualty Insurance Company 
U) Multi-Line Insurance Company 
L) Home Service Insurance Company 
UL) Combination Insurance Company 


Q) Fraternal Organization 

C) Blue Cross/Blue Shield Company 

Q) Third Party Administrator 

Q) Health Maintenance Organization 

Q) Preferred Provider Organization 

L) Independent Life/Health Agency or Brokerage Firm 

L) Independent Property/Casualty Agency or Brokerage Firm 
UL) National Brokerage House 

Q) Independent Marketing Organization 

Q) Non-Insurance Producer Firm (Bank, Stock Brokerage House, etc.) 
L) Real Estate Agency 

Q) Accounting Firm 

L) Computer Hardware/Software Company 

CL) Communications Firm 

() Other 


Please complete the following if we may contact you for further information. 


Name: 

‘Title: 
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INTERACTIVE STUDY AID SOFTWARE INSTRUCTIONS | 


Installing the Interactive Study Aid Software 


The minimum recommended PC configuration for the Interactive Study Aid is as follows: 


A 386 PC running at 25Mhz 


Microsoft Windows 3.1 (Windows is required. The software will not run under DOS.) 
4 megabytes of RAM 
About 1 megabyte of available hard disk space 


The Interactive Study Aid Setup Disk is located on the inside back cover of this manual. You must run the 
setup program that is included on the Setup Disk in order to use the software. The Interactive Study Aid 
will not run from the Setup Disk. 


To run the setup program: 


Insert the Setup Disk into drive a: (or drive b:, if that is your 3.5-inch disk drive) 

In Windows 95 or higher, click the Start button, then select Run... (If you are using 
Windows 3.x, go to the File menu in Program Manager and Select Run...) 

Type a:\setup (or b:\setup) and press Enter (or click the OK button) 

Follow the instructions that appear on the screen 


The program will install the software to your hard disk and add the software’s icon to the LOMA icon 
group. 


In some cases, you may encounter an error message while installing the software. This error message 
may give a file name and state that that file is in use by Windows. If you get such an error message, click 
‘the OK button. The program should continue to install. However, if the setup program fails to continue 
installing the program, exit the setup program and close Windows. Then restart Windows. Once the 
Windows logo appears, hold down the Shift key; this will prevent any applications that you have in the 
StartUp group from running automatically. Then try running the setup program again. 


If you have difficulty installing the software, or have difficulty running the software, you can obtain 
technical support from LOMA’s Help Desk at 770-984-3782 from 8 a.m. to 5 p.m. Eastern Time. 


The Help Desk should be contacted only for technical support regarding problems in operating the 
software. Other comments, including comments about the content of the sample exam, should be sent 


to: 

LOMA 

Examinations Department 

2300 Windy Ridge Parkway, Suite 600 
Atlanta, GA 30339 


or faxed to the Examinations Department at 770-984-3742. 
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Overview of the Interactive Study Aid 


In this section, we give you an overview of how the Interactive Study Aid works. 


For more complete information on using the software, read through the online help file that 
accompanies the software. 


Feedback and timed modes. The Interactive Study Aid includes a sample examination that is similar 
in difficulty level and coverage to the actual examination that you will be sitting for. The examination 
is the same one that is included in this manual, but with the following added options or modes: 


m Feedback mode. The software can serve as a learning tool that will help you in your studies. If 
you use the software in this “feedback” mode, you’ll receive immediate feedback on each 
answer choice you select. If you select an incorrect answer choice, you’ll learn why that choice 
is incorrect, and you will be asked to try again. If you select the correct answer choice, you'll 
get to read more about why that choice is correct before moving on to the next question. When 
you use the examination in feedback mode, have the textbook and this manual handy. In this 
mode, a question’s text reference will appear at the bottom of the question display screen. 


Timed mode. The software can provide practice for taking the real examination. When you use 
the software in this timed mode, the software emulates a real test-taking experience by giving 
you the same amount of time to complete the sample exam as you’ll have to complete the actual 
exam. The time remaining will appear at the bottom of the question display screen; you can 
temporarily pause the countdown clock by clicking on the “Pause” button at the lower left 
corner of the screen. In timed mode, try to recreate the actual test-taking experience—put your 
textbook, study notes, and any other study aids away, and, if you use a calculator, use only a 
LOMA calculator. 


NOTE: The software contains one examination, which you can use in two different modes. If you 
plan to use both modes, consider taking the exam in the timed mode first, then switch to the feedback 
mode. If you plan to use only one mode, consider using the feedback mode; it is unique among 
LOMA study aids. 


Let’s run through the steps involved in using the software. 


Text check. When you start the Interactive Study Aid, the first screen that appears contains 
information about the textual materials upon which the software’s sample examination was based. 
The first step you should take is to look up the course’s current text assignment in the LOMA 
Education and Training Catalog, and ensure that the textbook(s) listed in the software match those 
listed in the catalog. You should double-check the edition numbers and copyright dates of the 
textbooks. We want you to be sure that you are studying from the correct textbooks and with the 
correct software. 
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Se ee 
The LOMA Education and Training Catalog is free and is available from your Educational 
Representative (Ed Rep) or via download at www.loma.org. If you determine from the Education 
Catalog that the Interactive Study Aid software you are using is based on an 

out-of-date text assignment, see your Ed Rep to obtain an up-to-date study aid manual for 

the course. The diskette containing the Interactive Study Aid software will be included at 

the back of the manual. 


Main Menu. The Main Menu appears after the startup screen. At the Main Menu, you have five 
options, two of which involve choosing to take the sample examination in the feedback or timed 
modes outlined above. The other three options on the Main Menu allow you to resume a previous 
session that you have saved to a disk, to open the online help file that accompanies the software, and 
to exit the software. 


Move the mouse cursor over each button in the Main Menu to view a fuller explanation of what each 
button does. 


Question Display. Once you move from the Main Menu into the examination itself, you’ll be 
presented with the question display window. This window displays the current examination question 
and contains several buttons. Four of the buttons—1, 2, 3, and 4—are used by you to select an answer 
choice for a question. To record your answer choice, click on the button containing the number of the 
choice you believe is the correct answer. You can also record your answer choice by pressing the 1, 2, 
3, or 4 keys on the keyboard. The other buttons are used for navigating through the examination. 


As long as “Button Help” on the “Options” menu is checked, a yellow help “balloon” will appear 
below a button when you move the mouse cursor over the button. The balloon gives you a brief 
explanation of what the button does. You can shut off this button help by clicking on the Button Help 
menu option, which toggles the button help boxes on and off. 


Normally, the 1, 2, 3, and 4 numbers on the buttons will all be the same color. However, if you return 
to a question that you’ve already answered, the number on the button corresponding to your selected 

‘ answer will be highlighted. In timed mode, you can change your answer by selecting a different 
answer choice. In feedback mode, the highlighted button indicates your initial response to the 
question; your initial response is highlighted because your “grade” in the feedback mode is based on 
your first choice. 


You can customize the font and font size of the question display panel by selecting Preferences from 
the Options menu. 


Test Status. You can get a quick view of how you are doing on the examination by going to the 
Options menu and selecting Test Status. A window will appear that indicates the answers you ve 
selected thus far. You’ll also be told how many questions you’ve answered correctly. 


Saving a Session. If you have to interrupt a study session in the software but want to be able to - 
resume the session later, you can save your progress to a file by choosing Save from the File menu. In 
the Save As dialog box that appears, choose the drive and/or directory where you want to save the 
file, enter a name in the “File Name” box, and click the OK button. The software will save the 
pertinent information it needs into a file that has a .TST extension. 
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To resume the session, click on the “Open” icon on the Main Menu. In the File Open dialog box that 
appears, select the drive and directory where you stored the file, click on the file name, and then click 
the OK button. The Interactive Study Aid will read the data from the file and will resume the session 
where you left off. 


Exiting the Exam. To quit the exam before completing it, select Exit to Main Menu from the File 
menu. Once at the Main Menu, if you want to exit the Interactive Study Aid, click on the Main 
Menu’s “Exit” button. 


Completing the Last Question. When you complete the last question of the examination, one of three 
things will happen, depending on whether you’ve answered all of the exam questions, and on whether 
you’re taking the examination in timed mode or feedback mode. 


= Ifyou have not yet completed all of the questions in the examination, a message will appear 
indicating that fact. The message will contain an OK button. When you click the OK button, you 
will be taken to the first question in the exam that you left unanswered. You can still jump 
around to different questions, but after you answer a question, the software will always 
automatically advance you to the first question that remains unanswered. You can also jump to 
the first remaining unanswered question at any time by clicking the button that has an up arrow 
on it. 


m= If you have completed all of the exam questions and you’re taking the examination in timed 
mode, you will receive a message telling you that you have answered all of the questions and 
displaying how much time you have remaining to complete the exam. The message will ask you 
if you want to return to the exam to review your answers before receiving your grade. 


If you want to go straight to the grade report, click on the “No” button. If you want to review the 
answers that you’ve entered before receiving your grade, click on “Yes.” The software will 
return you to question 1. You can then navigate through the exam, checking your answers as you 
go. The answer that you have selected for each question will be highlighted. If you want to 
change your answer, select one of the other answer choice buttons. To exit the review and get 
your grade report, click on the check mark button (its help balloon says “Exit the Review’’) that 
appears at the top of the screen. 


= Ifyou have completed all of the exam questions and you’re taking the examination in feedback 
mode, you’ll be taken straight to the grade report. 


Grade Report. This report indicates the number of questions you answered correctly (if you took the 
examination in feedback mode, this grade will be based on your first response to each question) and 
provides you with a chapter-by-chapter grade summary. This chapter-by-chapter summary shows you 
how well you did on the questions from each chapter. This information will help you identify those 
chapters on which you need to focus your additional studies. At an absolute minimum, you should 
devote some extra study time to those chapters for which your score was less than 70%. 


Note that you can view the full chapter-by-chapter grade report ONLY if you complete all of the 
exam questions. 
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There are three buttons on the grade report form. Click on the Review the questions I missed button 
to return to the sample examination and rework the questions that you missed. If you took the sample 
examination in timed mode, you’ll be switched to feedback mode for this review so that you can see 
the answer choice explanations of the questions you missed. For each question in the review, keep 
selecting answer choices until you select the correct answer. The program will then advance you to 
the next review question. The software will keep track of how many of these review questions you get 
right or wrong on the first try. Once you’ve completed the review, the software will offer you the 
opportunity to review the questions you missed on the preceding review. You can keep cycling 
through these reviews of missed questions until you answer all the questions correctly on the first try. 
You can exit the review at any time by clicking the “Exit the Review” button (the one with a check 
mark on it). Click on the Print my grade report button to send a copy of your grade report to the 
printer. A print options dialog box will appear. Select the applicable options for your printer and 
select OK. Click on the Exit to the main menu button to return to the main menu. 


Optimizing the Speed of the Interactive Study Aid. To optimize the speed of the software: 


m Use as small a font as you are comfortable with in the question display window. You can change 
the font and font size in which the questions are displayed by selecting Preferences from the 
Options menu. Choosing a large font size (such as 24 point) will increase the amount of memory 
and system resources the software consumes. On a low-memory PC (one with 4 megabytes or 
less of RAM), this consumption of additional memory could slow down the software. 


= §=Close other Windows programs while you are using the Interactive Study Aid. This will free up 
memory and system resources that the Interactive Study Aid can use. 


= Don’t jump around a lot to different questions in the sample examination. The software will run 
fastest if you progress through the examination sequentially, from question 1 to question 2, etc. 


For more complete information on using the Interactive Study Aid, see the software’s online help file. 
The help file provides more detailed instructions than we’ve given you here, and includes additional 
information, including how to uninstall the software from your hard drive. 
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IMPORTANT—READ CAREFULLY BEFORE REMOVING THE INTERACTIVE STUDY AID DISK 
FROM ITS JACKET. Use of the software program on the enclosed disk is subject to the terms of the license 
agreement printed below. By removing the disk from the jacket, you indicate your acceptance of the following 
LOMA License Agreement. 


LOMA LICENSE AGREEMENT 


This is a legal agreement between you (individual or company) and LOMA. By removing the disk from its 
jacket, you are agreeing to be bound by the terms of this agreement. 


Grant of License 


LOMA grants to you the right to use one copy of the enclosed Interactive Study Aid (hereinafter “the 
software”) on a single computer. The software is in “use” on a computer when it is loaded into temporary 
memory (RAM) or installed into permanent memory (hard disk, CD-ROM, or other storage device) of that 
computer. 


Copyright 

The software is owned by LOMA and is protected by U.S. copyright laws and international treaty provisions. 
Therefore, you must treat the software like any other copyrighted material (e.g., a book or musical recording) 
EXCEPT that you may either make one copy of the software solely for backup or archival purposes or transfer 
the software to a single hard disk provided you keep the original solely for backup or archival purposes. You 
may not copy the written material accompanying the software. The questions and instructions and instructional 
material (hereinafter “the content”) contained in the software are also owned by LOMA and protected by U.S. 
copyright laws and international treaty provisions. It is illegal to make any copy whatsoever of the content; to 
install the software on a network, intranet, or web site; to download the content to another computer or device; 
to print screens or otherwise cause the content to be printed; or to in any other way reproduce the content 
contained in the software. 


Other Restrictions 


You may not rent or lease the software. You may not reverse engineer, decompile, or disassemble the software 
or in any way duplicate the contents of the code and other elements therein. 


Disclaimer of Warranty 


LOMA MAKES NO WARRANTY EXPRESSED OR IMPLIED INCLUDING, WITHOUT LIMITATION, NO 
WARRANTY OF MERCHANTABILITY OR FITNESS OR SUITABILITY FOR A PARTICULAR 
PURPOSE. UNDER NO CIRCUMSTANCES SHALL LOMA BE LIABLE TO THE USER OR ANY THIRD 
PARTY FOR ANY INCIDENTAL OR CONSEQUENTIAL DAMAGES WHATSOEVER. 


Limitation of Liability 

User agrees to indemnify and hold harmless LOMA, its employees, its agents, and their successors and assigns 
against any loss, liability, cost or expense (including reasonable attorneys’ fees) asserted against or suffered or 
incurred by the User as a consequence of, or in the defense of, any claim arising from or based upon any 


alleged negligence, act or failure to act, whatsoever of LOMA, its employees, their successors, agents, heirs, 
and/or assigns with respect to the aforementioned software. 


LOMA’ is a registered trademark of LOMA (Life Office Management Association, Inc.), Atlanta, Georgia, 
USA. All rights reserved. 


IMPORTANT—READ THE LICENSE AGREEMENT AND OTHER INFORMATION ON THE 
PRECEDING PAGE CAREFULLY BEFORE REMOVING THE INTERACTIVE STUDY AID 
DISK FROM ITS JACKET. Use of the software program on the enclosed disk is subject to the terms 
of the license agreement printed on the preceding page. By removing the disk from the jacket, you 
indicate your acceptance of the LOMA License A greement. 
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